March 1, 1919 


THE OUTLOOK 


Eftect of Victory Loan. Note Issue—Business Conditions Gen- 
erally Improving—Commodity Prices Firm— Copper and Steel 
Prospects—Railroad Problem and Foreign Trade Outlook 


HE general average of the stock market is nearly three -points higher than two 
weeks ago, and the number of stocks showing net declines in this period is very 

= few. Taken as a class, the industrials have rallied better than the rails, and 
the average for industrials is about the high point for 1918. 

There has been, however, quite some variation in the movements of different groups 
of securities and in particular issues. An average of the net changes of five of the prin- 
cipal steels shows a gain of about six points; a similar average for five motors shows an in- 
crease of about nine points, while an average for five principal coppers shows an advance 
of about four points. A number of specialties scored fairly substantial advances, particu- 
larly im the oil, rubber and tobacco groups. 

The average for the rails did not advance as much as the industrials, but very few 
issues show net declines from their prices of two weeks ago. On the whole, there has 
been an improvement in traction issues, particularly in the New York City tractions. 

The trend of railroad bonds has turned slightly upward. Due chiefly to better 
prices for New York City traction issues, the index for public utility bonds has advanced 
about two points. Industrial bonds have declined a little, and as a whole they remain 
at about their high point of last November. 


Government Financing 
Ayer by the Ways and Means Committee of the House that 








the Victory Loan will be in the form of a short term issue with a maximum 
maturity of five years has definitely settled the question regarding further issues 
of long term bonds. According to the tentative plan, the Committee has also 
suggested that there be three classes of notes, with ratef of return varying with the extent 
of their taxability. It is stated that the interest rates will be high enough to attract in- 
vestors and that the amount authorized for sale will be $7,000,000,000. All indications 
are that the Committee has concluded that it will not grant authority to the Secretary 
to extend the issue limit from $5,000,000,000 to $10,000,000,000, or permit him un- 
restricted latitude in fixing tax exempt features and .-h of interest. Secretary Glass 
has announced that the campaign will begin on April 2 
The decision that the new loan will be of short sity helps the market because 
of the belief that the banks would take a large part of the issue, thus relieving somewhat 
the strain on the supply of investment capital. A short term issue will appeal strongly 
to the banks. Notes are more liquid and should be widely distributed. The banks are 
now pretty well loaded up with Government paper, and the habit of bond buying by 
the American people must be kept alive. The success of the loan should be aided by the 
fact that the amount of bonds maturing over the next few months is comparatively small. 


Business Conditions 
O clear cut evidence has as yet appeared that business is emerging from its state 
of inactivity, though indications of improvement are less difficult of discernment. 
The change for the better in some quarters has been mainly one of sentiment, 
although a gain in actual transactions has also come in certain lines where price 
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reductions have been sufficiently drastic to awaken buyers’ interest, particularly in textiles, 
and there is more tangible reason to anticipate economic revival as market deflation con- 
tinues. That the trade recovery is gradual and checkered with no sign of it even now in 
various branches, is to be expected, considering the many uncertainties of the period, and 
the marked tendency by buyers to hold fast to the policy of purchasing cautiously and 
only for immediate necessities. The retail trade is active, and it is believed, by some au- 
thorities, should soon absorb the present available supplies. 

The chief factors most seriously concerning the business community today are how 
to stimulate buying, how to care for the great mass of unemployed, and lastly, how and 
when will Congress act upon the bill to validate from $1,750,000,000 of informal war 
contracts placed in this country and $1,183,000,000 placed abroad. Very few con- 
cerns are not carrying large inventories, and especially in the large centers, the problem 
of developing civilian orders to fill up the gap caused by the falling off of the war de- 
mands, has not been very successful to date. 


Commodity Prices 


RADSTREET’S index number, which has been declining steadily from 
Bi 19.1849, the high point last July, stood at 17.6644 on February Ist, a de- 
Mexia cline of about a point and a half, or approximately 8%, while English com- 

== modity prices on Fébruary Ist fell only 3.6% from their high record. These 
indices, while not infallible measures of changes in all wholesale prices, serve to show 
clearly that few prices have gone down to a panic level, though many people are pre- 
icting that they will. On the other hand, there have been a number of sharp declines, 
particularly among the metals, chemicals and textiles. 


Copper 

é HE highly unfavorable reports of the copper companies for the last quarter of 
1918, the reduction of a number of dividend disbursements, the apparent failure 
atm to stimulate buying in spite of an almost constant lowering in price, coupled 
=———_ with the very large amount of metal held in stock, produced on the basis of a 
selling price of 26c, and other difficulties in the industry, hardly conspire to an encour- 
aging attitude towards the copper situation, or to copper stocks, excepting possibly for 
a long pull. In the three months ended last December 31, Utah returned a deficit of ap- 
proximately $800,000 after dividends, Ray Consolidated earned only 26c a share, while 
Chino showed only about 7c a share. 

Production has been rapidly curtailed, but unless a substantial demand soon asserts 
itself, further reduction is inevitable. To date, even the continual cutting down of prices 
to 16c, in some cases to 15c, has not brought out any material buying and the market is 
kept alive almost entirely by small purchases for immediate use. It was announced at 
a recent conference between the producers and the Secretary of Labor that the stagnation 
in the industry is so pronounced that sales do not in the average amount to more than 5% 
of the output, and the conferees estimated that the amount of unsold copper on hand in 
this country is about~one billion pounds, or nearly two thirds of the annual production 
in the year immediately preceding the war. ° 

Steel Products 


T HE dullness in the demand for pig iron and steel products has surpassed all ex- 
rr | pectations and has forced producers to a realization that something must be 
ey done. It is reported that the demand has been dwindling, while old orders 
have been giving out. A reflection of this tendency appeared in the marked 
decrease in unfilled orders on the books of the U. S. Steel Corporation. The opinion is 
growing widely that prices must be reduced on a more radical scale than they were last 
December, and it is very probable that such a step will soon be taken. 
There is as yet much doubt as to who will start the reduction. It is stated that 
while the Steel Corporation would welcome such action, it is not disposed to take the 
lead. The trade generally feels that the steel industry will be the first basic industry to 
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be affected by the plan of Secretary Redfield to cut down costs of production so that 
prices can be stabilized to stimulate large demands for materials. The steel industry is 
viewing such a step with mixed emotions, as it has just been freed from close Government 


Railroad Problem 
HE most significant development in the railroad situation during the past two 
weeks was the action taken by the House Interstate Commerce Committee in 

3 tabling Mr. McAdoo’s five-year plan, which virtually makes it certain that the 

=—— bill will not be considered during this Congress. The Committee appropriated 
about $750,000,000 to be added to the revolving fund, practically all of which has 
already been consumed. All indications are that the plan will see failure, and that the 
roads should before very long be back in the hands of their owners. This leaves the 
bill to be considered by a Republican Congress, and with the increasing opposition mani- 
festing itself to the plan, it will undoubtedly not become law. It is indeed possible that 
the President may return the roads before the expiration of the twenty-one months’ period 
after peace is signed, provided for in the original act as the maximum period during which 
the roads can be held. 
Foreign Trade 
XPORTS for January struck a new high mark at $623,000,000, not including 
KE supplies sent to the American Expeditionary Forces. Only twice before have 
Gee] exports in any month reached the six hundred million dollar mark. The value 
— of imports in January was $213,000,000, giving a favorable balance of $410,- 
000,000, the greatest for any month in our history. In view of all the talk about lack of 
export demand this is rather surprising, despite the fact that agricultural products ac- 
count for much of our shipments to other countries. Quite possibly this increase in values 
is due in some measure to higher prices, but from analysis of the figures it is clear that 
exports for commercial purposes increased with the restrictions on foreign trade removed, 
and with more shipping made available, exportations should show- even further gains. 

While our large export trade, and probable increases in it, are indeed a healthy 
sign, and are almost indispensable in many lines to quickly bring on a revival in industry, 
it should not be forgotten that materials must be paid for in some way. In the last 
analysis, the only way to pay for commodities is by balancing them against others, but 
ordinarily, of course, purchases are paid for by securing bills of exchange and sending 
them to the sellers. In some cases, when the exchanges are abnormal, gold is shipped to 
settle trade balances. 

Under such conditions the establishment of a commercial export credit in New 
York of $50,000,000, for a consortarium of Belgian Banks, is very significant. All 
of the funds are to be spent in this country. This is the first important credit arranged 
with a foreign nation since the United States entered the war, and it is expected to be fol- 
lowed shortly by several other important ones. The successful flotation of a large block 
of twenty-year 514% bonds by the British early in the month is also significant and impor- 
tant. It has been reliably calculated that aside from large bank credits, cash advances and 
other charges against credits established by the United States Government up to last 
November 15th amounted to about $7,500,000,000, and that foreign loans outstanding in 
the United States on January | were about $2,200,000,000. 

The Market Outlook 
EGARDLESS of trade conditions, there is a very considerable amount of ab- 
sorption of the leading steel, copper and industrial shares on a scale down, 
Sai whenever the market is weak. ‘The first effects of this have already been seen 
== in the sharp advance during February. While at this writing there appears to 
be a somewhat weakened technical position, the indications favor a further improvement 
during the year, but the best class of buying at the moment is not that which follows 
prices up. 
February 24, 1919. 











A Century of Prices 


An Examination of Economic and Financial Conditions as Reflect- 
ed in Prices, Money Rates, etc., During the Past 100 Years, 
With a View to Establishing General Principles Which 
May Aid in Interpreting the Present and Future. 





By Ex-Senator THEODORE E. BURTON, Chairman Board of Directors Merchants’ 
National Bank of New York, Author of “Crises and Depressions,” etc.; and 
G. C. SELDEN, Associate Editor of “The Magazine of Wall Street,” 
Author of “The Machinery of Wall Street,” etc. 





I—Prices as an Index of Economic and 


Investment 


Conditions 





E study of statistics is com- 
monly accounted “dry.” Yet 
it is dry only because dryly 
presented or imperfectly under- 
stood. When statistics over a period of 
years are made quickly intelligible to 
the eye by graphic charts and dia- 
grams, and when the great vital and 
controlling influences which cause the 
rise and fall of these pictured lines are 
understood and visualized, the subject 
becomes more fascinating to the busi- 
ness man than the most “gripping” 
novel of adventure. In these chapters 
our effort is to present the subject in 
this intelligible and practical way, as 
business men talking to business men, 
and an elaborate series of graphs have 
been prepared for the purpose. 

The great practical importance of 
interpreting present and future eco- 
nomic and financial conditions in the 
light of the past can hardly be over- 
estimated. In this field it is most em- 
phatically true that coming events cast 
their shadows before. The prime diffi- 
culty in the past has been the lack of 
adequate records, over a sufficiently 
long period, of prices and other eco- 
nomic and industrial statistics. That 
difficulty, however, is being gradually 
overcome. The completeness and ac- 
curacy of current statistics are improv- 
ing year by year as their importance 
comes to be more generally recognized ; 
while the painstaking researches of 
students have shed much additional 
light on the price levels of the past and 
their causes. The graphs which accom- 


pany these chapters not only bring to- 
gether in a convenient form the la- 
borious researches of others, but they 
contain additional matter, which is the 
result of the patient delving of the sta- 
tisticians who have assisted us in this 
work. 


Comparative statistics of this char- 
acter afford a means of determining the 
trend of events. Rightly interpreted, 
they give a warning of coming changes 
which is of the highest significance.* 


Importance of Prices 


In viewing economic and investment 
conditions broadly over considerable 
periods, prices (including the interest 
rate—the price of capital) are perhaps 
more important, and certainly more 
all-inclusive, than any other class of 
statistics. 


Money rates, for example, are the re- 
sult of a country-wide and, under nor- 
mal conditions, a world-wide demand 
and supply of capital. Nearly every 
enterprise is a borrower. Every bank, 
and many other institutions and indi- 
viduals, are lenders. Every investor 
controls some fraction of the available 


*In this connection it may not be amiss to mention 
Senator Burton’s confident prediction, in an address 
before the American Investment Bankers’ Association 
at Denver, in tember, 1915, that a period of higher 
money rates and scarcity of capital was oaching 
—a prediction that was naturally unwe e, but 
proved strikingly correct; or Mr. Selden’s forecast, in 
an article published in November, 1916, that the then 
rising trend of bond prices would culminate early in 
1917 and that a considerable decline would follow— 

to the views of many bond men at that 
time, toe remarkably fulfilled in the outcome. These 
instances are mentioned to show that studies of this 
character, by some dubbed “theoretical,” are not with- 
out a very direct and definite value—Eprror. 
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supply of capital. Even the small ac- 
cumulations of savings bank depositors 
indirectly reach and affect the money 
market. A general fall in the profits 
of business men is immediately re- 
flected in their necessity for increasing 
their loans, while a rise in their profits 
soon brings an increase in bank de- 
posits and thus larger offerings of 
liquid capital and easier money rates. 


In short, the movements of .money 
rates, when properly understood, afford 
a sort of combined index to the whole 
industrial and investment situation, 
And similar principles apply to the 
other factors here discussed. 

It is important to distinguish be- 
tween the short term money rate, the 
longer term rate and the price of in- 
vestment capital, as shown by the aver- 
age income yield on high-grade bonds. 
The rate for call money, which is de- 
pendent on the immediate supply from 
day to day, is not broadly indicative of 
fundamental money market conditions ; 
and to some extent the same is true of 
time money. The money rate used in 
the graph covering that field which ac- 
companies a succeeding chapter, is the 
rate for prime commercial paper, usu- 
ally of about six months’ maturity. 
This term is long enough to afford cor- 
siderable stability to the rate, and this 
form of credit is also most closely con- 
nected with industrial conditions. 
Moreover, it is possible to compile this 
rate more accurately and from an 
earlier date than in the case of call or 
time money. 

Average Prices 


In dealing with bonds, stocks and 
commodities the only way to get a gen- 
eral view is to average the prices of a 
large number. The price of any one 
bond, stock or commodity is likely to 
be influenced by special causes peculiar 
to itself. But by averaging a score of 
the principal bonds or stocks, or a hun- 
dred commodities, these minor or ex- 
ceptional variations are for the most 
part eliminated, so that the movements 
of the resulting averages reflect gen- 
eral conditions. 


In the case of bonds, the computa- 


tion of such an average is embarrassed 
by the fact that every bond has a date 
of maturity, when it will be redeemed 
at par value. Therefore a bond selling 
at a discount gradually rises to par, 
while a bond at a premium gradually 
falls to par, regardless of the demand 
and supply of capital. So it is neces- 
sary to average, not the price of bonds, 
but their yields to maturity as obtained 
from the bond tables (or from the 
tables arranged in graph form, which 
are more convenient for most pur- 
poses). 

This average of bond yields is, in a 
broad way, the reciprocal of bond 
prices; that is, its general movements 
are exactly opposite to those of bond 
prices, since the higher the price the 
lower the yield. 


A graph showing this average of 
bond yields over a long period is really 
illuminating, when taken in connection 
with similar graphs showing other im- 
portant economic factors for corre- 
sponding times. 

Since stocks have no date of ma- 
turity, a simple average of the prices 
of 20 to 50 different issues serves to 
compare the general level of the market 
from year to year or month to month. 

A similar method is followed in com- 
paring the relative planes of com- 
modity prices at different times. One 
widely used average represents the 
total of the wholesale prices of 96 dif- 
ferent important commodities on the 
first day of each month—the average 
of the twelve months being taken as the 
average for the year. 

Another method is to “weight” the - 
prices of the various commodities as 
nearly as may be in proportion to the 
different quantities of them that enter 
into consumption. While there is no 
startling difference between the general 
movements of a weighted and an un- 
weighted average, the preference 
should be g' ven to the weighted aver- 
age as more scientifically compiled, and 
that form is used in our graph of 
American commodity prices since 1850. 


Method of Interpretation 
In general, the method of interpret- 
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ing price movements must be historical. 
It is clear that the same causes would 
produce the same effects upon prices in 
the future as in the past. Exactly the 
same conditions will never be repeated, 
but the effect of each cause taken sepa- 
rately will nevertheless be the same. 
Moreover, there is a striking simi- 
larity in the sets of conditions which 
are repeated at different times. The 
man whom in our childhood we were 
taught to call the wisest that ever lived, 
said that there is nothing new under 
the sun, and as regards principles his 
statement can still hardly be ques- 
tioned. The aeroplane is new, but its 
principles date back to the later car- 
boniferous period, when enormous bats 
and reptiles swarmed the air. The 


wireless is new, but only because we 
have just discovered the principle on 
which it is based. And the student of 
economic history, as he watches the 
interplay of forces which made the 
prices of the past, is much more sur- 
prised at the correspondences he dis- 


covers than at the differences. 

Highly interesting, too, are the inter- 
relations among the various graphs 

resented. We shall find that, within 
limits, each sheds light on all the 
others. And this fact is most important 
in enabling the observer to weave the 
whole into a well-informed and bal- 
anced view of the broad economic and 
financial situation. 

The historical value of these statis- 
tics, also, should not be entirely ig- 
nored. To the reader who is of an 
observant and interpreting turn of 
.mind, they give a better comprehen- 
sion of the actual business conditions 
of the past than could be obtained by 


many hours of wading through the pro- 
saic recitation of isolated facts and 
events. When we see, for example, the 
extraordinary and what would today 
be called prohibitive rates which the 
business man often had to pay for 
money in the 40s, 50s and ’60s, we get 
a new and clearer comprehension of the 
industrial conditions of those times. 

Among the influences which cause 
great and lasting changes we shall find 
that wars have an outstanding import- 
ance. This is because nothing else 
subverts conditions so widely or so 
radically. We have only to compare 
the Germany of today with the Ger- 
many of 1914 to see how far these 
changes may go; and although America 
has not undergone any such vital or 
fundamental disorganization, yet she 
has experienced a transformation far 
greater than any other in her history 
except the Civil War. It is highly im- 
portant to the banker, business man 
and investor to appreciate the character 
of that transformation and its bearing 
upon our future. 

It is perhaps unnecessary to add that 
these chapters deal with broad tenden- 
cies and general principles. A minute 
examination of minor fluctuations and 
of the isolated historical events which 
caused them would be of little service 
to the business man, however interest- 
ing it might be to the student of his- 
tory. We shall endeavor to dwell for 
the most part upon those factors which 
can be of practical help in the interpre- 
tation of the present and the future. 


The next article will give a general view of 
world conditions since 1790, with graphs of 
commodity prices and the prices and yields on 
consols for a century and a quarter. 





Ranger At Close Range 


Town Like An Early Mining 


Camp—Texas & Pacific 


Railway’s Holdings In Detail In Proved Territory— 
~ Its Trafic and Oil Prospects 





By OUR FIELD REPRESENTATIVE 





Dallas, Texas. 
CTIVITY in the Ranger oil fields 
has taxed the facilities of the 
Texas & Pacific Railway Co. 

—=— to capacity. The officials of the 
railroad are doing their best to remedy 
the situation and to expedite the handling 
of freight more efficiently. It is a com- 
mon sight to witness hundreds of cars 
of material, destined for the oil fields, on 
the track east of Ranger. But it is im- 
possible to handle many of these cars 
at the freight terminal under existing 
conditions. The material for tank build- 
ing is being given preference over other 
classes of oil field supplies. Long trains 
of tank cars occupy much valuable space 
that will be found useful as soon as the 
tanks are completed. Materials destined 
for any distance from the railway are 
not handled very expeditiously, due to 
the conditions of the roads. 

The labor situation is another problem 
which is confronting operators. It is a 
common thing to hear of teamsters re- 
ceiving $20 per day salary. When visi- 
tors enter the field, whether from Dallas 
or Fort Worth, they cannot help but be- 
coming impressed by the activities of the 
salesmen engaged selling acreage and 
royalties. It is quite common to have 
pointed out to visitors men who came to 
the oil fields practically penniless and ac- 
cumulated a fortune by leasing or pur- 
chasing a tract of land and turning it 
over. Tank farms are springing up 
gradually near the railroad tracks. 

Standing on the railroad Arack at 
Ranger, where it forms an intersection 
with the main street of the town, one is 


reminded of a scene at a mobilization” 


center or a debarcation port. As far as 
the eye can see, east and west, stretch 
long lines of freight cars intermingled 
with “sleepers,” which have come in 
during the night and which await the 
return trip. The foreground is cluttered 


with gangs of swarthy Mexican laborers 
working on the installation of additional 
sidings to relieve the tremendous freight 
congestion. As the never-ending stream 
of vehicular traffic passes over the rail- 
road right of way it deposits such huge 
chunks of blackish, Texas mud that a 
group of section hands is kept continu- 
ally busy removing it from the railroad 
tracks. The picture herewith (note the 
local spelling of “farmer”) gives the 
reader some conception of the depth and 
tenacity of the Texas soil after a rain- 
storm. That storm, however, in spite of 
its obvious disadvantages, was hailed 
with joy by the Texans, as it came after 
an almost uninterrupted drouth of two 
years’ duration. 


Like Early Mining Days 

Walking down the main street one is 
reminded of the early days in Rossland, 
B. C., at the time the North Star and 
other great properties began their sen- 
sational careers. Ranger has the ap- 
pearance, with the exception of a few 
substantial buildings like the F. & M. 
Bank and the McCleskey Hotel, of hav- 
ing grown up in the night and such is 
almost literally the case. The new build- 
ings are of the “mushroom” variety, be- 
ing constructed of plainest, unpainted 
materials, to meet the emergency and are 
of a highly unsubstantial character. On 
the outskirts of the town tents have been 
pitched to harbor those unfortunates, 
who are unable to find accommodations 
under roofs. Sanitary arrangements 
are of the poorest possible character, 
there being no sewer nor water system. 
All water has to be hauled on improvised 
tank trucks and the purchasers must pay 
exhorbitant prices for water. 

In former times the local agent at the 
railroad station was able to handle all 
telegraph business and still go home for 
lunch, but now the Western Union has 


(795) 





796 


THE MAGAZINE OF WALL STREET 





been obliged to establish an office in one 
of the “mushroom” buildings, and a 
staff of eight operators is kept constantly 
busy handling the flood of messages 
which come over the wires. Ranger is 
dry, both climatically and alcoholically 
speaking. For this réason the town is 
conspicuous for its absence of drunken- 
ness and presence of the tin-horn gam- 
bler, who flourishes, like the mushroom, 
only in damp surroundings. Existing 
moral conditions of unusual rectitude are 
a credit to the activities of the Texas 
Rangers, who police the town and shoot 
first and ask questions afterwards. There 
are no “honky-tonks” (dance-halls) in 


Texas & Pacific’s Oil Prospects 


In the previous issue I spoke of Texas 
& Pacific Railway’s oil prospects in a 
general way. As a result of my three 
weeks of observation in the Ranger field 
I am now in a position to go into the 
matter considerably more in detail. The 
map which accompanies this article 
shows the State of Texas and the right 
of way of the Texas & Pacific Railway 
Co. The counties with the heavier 
shading are those in which oil produc- 
tion has been established, while dotted 
areas indicate where development work 
is now going on. The arrow indicates 
the location of the town of Ranger, and 








Ranger’s Main Thoroughfare After a Rain Storm 





the town, and the principal forms of 
amusements are the moving picture the- 
ater and an occasional wrestling bout ar- 
ranged by local factions. 

Standing on the roof of the new build- 
ing of the Texas & Pacific Coal & Oil 
Co., one is struck by the multitude 
of “rigs” (oil derricks), which clut- 
ter the view in every direction and ex- 
tend as far as the eye can reach. At 
once there is not the slightest doubt in 
the visitor’s mind but that oil is the pres- 
ent great factor in the Ranger com- 
munity. 


it will be perceived that the Texas & 
Pacific goes through the heart of the 
oil producing area. The figures in each 
county show the number of develop- 
ments, and since the map was drawn 
there has been about a 2% increase, on 
the average, in the total of developments. 
It is of interest to note that recent 
geological surveys by the United States 
Department of Interior shows that in 
the counties of Jack, Palo Pinto, Steph- 
ens, Eastland and Comanche the forma- 
tion is classified as “Pennsylvania for- 
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mation,” which makes these areas dis- 
tinctive. 

Texas & Pacific’s oil prospects are 
chiefly in the so-called Ranger field. The 
company owns in fee simple eleven par- 
cels of land there with good oil prospects. 
The following is a brief description of 
those parcels and their oil prospects, be- 
ginning with the most eastern parcel at 


Plot No. 2 is at Strawn, Palo Pinto 
County, and includes approximately 640 
acres or 1 section. In additon to this 
section, the railway owns another plot 
containing approximately 120 acres, lo- 
cated near here. Almost directly 
south, about three miles distant, there 
are ten gas wells. 

Plot No. 3 is at Wiles, Stephens 





Counties producing 
oil 


UW 


Counties in which 
tests are being 


The figures in the 
Counties show the number of 
wells now drilling, or 
rig is in place. This does 
not include producing wells, 
holes abandoned, shut down 
found dry but shows actual 
development as of January 
lst, 1919. 


PRODUCTION January, 1919. 


Villsbarger & Wichita 
Stephens, Eastland, Comanche, day 

Young and Palo Pinto 
Brown (Shallow) e 1,025 °* 
Navarro - 1,4co * 
Gulf Counties - “A 

TOTAL 181,465 * 


MAP SHOWING 
COUNTIES IN — OIL 
IN WHICH THERE IS OIL DEVELOPMENT 


= 58,420 bble. per 


- 45,045 bbls. per 





Gordon, Palo Pinto county, and follow- 
ing westward along the right of way. 
The first plot is at Gordon, Palo Pinto 
county. There the railway owns approx- 
imately 159 acres, and the property is 
located in the shallow well producing 
section. The total holdings in Palo Pinto 
county is approximately 4819 acres. In 
and around Gorden is what is known as 
the coal region, and the mines of the 
T. & P. Coal Company are located there. 


County. The railroad right of way 
passes through this property, which 
consists of approximately 1 section or 
640 acres. This land is in a very desir- 
able location as it is close to producing 
wells. 

Plot No. 4 is located northeast of 
Ranger, Eastland County, through 
which the railroad passes, and contains 
or one square mile of land. 

here is considerable drilling going 
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on within a radius of approximately 
two miles from this site. 

Plot No. 5 is in the town of Ranger. 
The railroad passes through this town 
and owns about 40 per cent of the town 
lots. Lots are very valuable and the 
town is rapidly expanding. 

Plot No. 6, slightly northeast of 
Holden, is a tract comprising approxi- 
mately 2.6 acres. There is consider- 
able activity in this vicinity and the 
strip of land is located about 1% 
miles from the famous Connellee well, 
which is reported to be producing ap- 
proximately 4,000 barrels per day. The 
Sinclair Company is drilling very close 
to this property and the firm of Cros- 
bie & Hivick have struck oil at approx- 
imately 2,300 feet, but are contemp- 
lating going to 3,500 feet before shoot- 


ing the well. 


Plot No. 7, located almost opposite 


plot number 3, on the right-of-way, 
contains approximately 20 acres. This 
land was acquired by the railway for 
the purpose of having a natural reser- 


voir to supply the water for the water- 
tank which is located about one-half 
mile from this land. Some litiga- 
tion may develop in regards to this 
particular plot, due to the fact that the 
original owner claims that the land 
was sold to the railway for right-of- 
way purposes and that the original 
owners reserved the mineral and oil 
rights. This reservation was not stip- 
ulated in any agreement and conse- 
quently there is a question of law to 
be definitely settled. To date no ac- 
tion has been taken by the original 
owners. The original owner had made 
an arrangement with some company 
to proceed to drill and the equipment 
was erected and operations begun 
when the railway company, through its 
land and tax commissioner, notified 
the parties operating on the property 
that they were trespassing; and on re- 
ceipt of such notice, the parties ope- 
rating abandoned the outfit. 

Plot No. 8, located just east of East- 
land, contains approximately 35 acres. 
Within a stone’s throw from this prop- 
erty the States Oil Co. is drilling. Near 
this property the Cosden Co. drilled a 
dry hole. 


Plot No. 9 is located on the western 
side ot the town of Eastland. This 
tract contains about 30 acres and is a 
new location which is being drilled 
under lease. 

Plot No. 10 is located on the north 
side of the town of Putnam and con- 
tains approximately 30 acres. The 
railway also owns about half of the 
township. There are two locations on 
this tract. 

Plot No. 11 is at Baird, Callahan 
County. This tract adjoining the west 
border of the town site, contains ap- 
proximately 180 acres through which 
the railway runs. The operations in 
the vicinity of this tract are being ex- 
tended. 


Conclusion 


As pointed out in our last issue, the 
Texas & Pacific Railway is bound to 
benefit from the greatly increased 
freight and passenger traffic arising 
from the great oil developments of 
the last sixteen months. The sale of 
lots in various townships in the proven 
oil area by the railroad should also 
yield good profits, particularly in the 
town of Ranger, where lots are at a 
premium. 

As has been shown in this article the 
company is the owner of numerous 
tracts of land which are very favorably 
situated in reference to oil prospects. 
It appears that it is not the intention 
of the company to go into business as 
an oil producer, but there seems to be 
no doubt that it is entitled -to lease 
properties owned in fee simple on a 
royalty basis to an oil operating com- 
pany. As a matter of fact, leases of 
this description have already been 
made on exceptionally good terms. 

The indeterminate factor of the sit- 
uation is whether any of such leases 
will prove sufficiently productive to 
materially increase the company’s 
earnings. With such an element of un- 
certainty in the situation and in view 
of the advance registered by the com- 
pany’s stock, it would appear that pur- 
chase of the issue at present prices 
would not be justified until more defi- 
nite information in connection with 
oil finding on its properties is obtain- 
able. 





Has Railroad Maintenance Been Adequate? 


Rising Cost of Supplies—Effect of Wage Increases—Average 
Maintenance Ratio of 50 Roads For Ten Years 





By OWEN ELY 





NE of the acid tests of railroad 

prosperity is the expenditure 

for maintenance. If the amount 
mae is large, it may safely be as- 
sumed that the property is conserva- 
tively managed; if below normal for a 
period of years, earning power should 
be discounted and the possible results 
of such a policy—frequently the fore- 
runner of receivership—should be con- 
sidered. 

There are two methods of applying 
the test, comparing (1) the amount of 
maintenance expenses per mile of road, 
and (2) the ratio between maintenance 
expenses and revenues. For compar- 
ing results on one road, or several 
roads in the same territory, the per mile 


by the fact that most roads obtained 
materials through long-time contracts. 
The re-adjustment came very suddenly 
and, failing to get adequate rate in- 
creases, almost every railroad re- 
trenched on maintenance. 


The disastrous effect of such a policy 
did not become’ entirely evident— 
though the congestion in the winter of 
1917-18 may be traced to it in part— 
and beginning January 1, 1918, with a 
Government guarantee of earnings, the 
roads reversed the tendency, and in 
some cases ran their maintenance ratios 
up to 40-50%. 

Apparently the railroad administra- 
tion realized the necessity for this 


TABLE I—MAINTENANCE RATIOS, 1916-18 


Chicago, Milwaukee & St. Paul 
Western Maryland 

Erie 

Great Northern Railway 
Buffalo, Rochester & Pittsburgh 
Pennsylvania 

Chicago & Eastern Illinois 
Pitts., Cinn., Chic. & St. Louis 
Texas & Pacific 

Denver & Rio Grande 


basis may be the best; but for purposes 
of general comparison it seems inade- 
quate, because a mile of road in one 
section of the country may have very 
different characteristics from a mile of 
road in some other territory. More- 
over, the ratio of expenses to revenues 
is commonly used as a yardstick of rail- 
road operations. The maintenance 
ratio is therefore used in this article in 
preference to the per mile test. 


Rising Cost of Supplies 


During the year 1917 the railroads 
first felt the full result of a 50% in- 
crease in cost of supplies. The effect 
of this increase had been postponed 


Increase 1918 
over 1917 
24.3% 
19.3 
12.6 
11.2 
10.8 
10.6 
10.6 
9.9 
9.9 
98 


1918 
43.3% 
49,1 
45.5 
37.7 
47.5 
42.1 
45.8 
413 
32.1 
40.5 


1917 
19.0% 
29.8 
32.9 
26.5 
36.7 
31.5 
35.2 
31.4 
22.2 
30.7 


course and permitted or directed that 
abnormal expenditures be made, though 
the result has had much to do with the 
large deficit rolled up in the first year 
of Government operation. Table I 
will illustrate some of the widest varia- 
tions for the ratios of 1917 and 1918. 
In order to determine what mainte- 
nance ratio represents a normal stand- 
ard, and to confpare the results over a 
ten-year period (1909-1918) for fifty 
representative roads, Table II has been 
compiled. The average ratio for the 
fifty roads during the ten years is 
29.5%—for convenience 30% is adopted 
as the standard ratio. The roads are 
listed in the order of their ratios, and 
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the second column of the table shows condition of the roads in respect to 
the variation from the standard for each maintenance, the results for 1917-18 
road. have been averaged, as shown in 

In order to determine the present column 3, and the variation of this 


TABLE II—RATIO OF MAINTENANCE EXPENSES TO REVENUES FOR 
FIFTY RAILROADS 
Variation 2-Year Variation 
from“Stan- Average of 2-Year 
dard” Ratio Ratio from 10-Yr. 
of 30% 1917-18 Average 
Buffalo, Rochester & Pittsburgh t +59 42.1% +6.2 
, Illinois Central ; +58 37.0 
*Chicago & Eastern Illinois i +31 37.0 
Louisville & Nashville . +4.1 33.7 
Pennsylvania Railroad : 36.7 
Chicago & Alton 5 3 35.8 
Missouri Pacific . J 33.5 
Chesapeake & Ohio J . 33.6 
Pennsylvania Company 4 k 36.8 
Pere Marquette t J 30.6 
Missouri, Kansas & Texas J f 38.7 
Central of Georgia z ‘ 32.2 
Baltimore & Ohio 36.4 
Hocking Valley 35.2 
Erie System 38.2 
Norfolk & Western 32.6 
Western Maryland 39.5 
Denver & Rio Grande 35.6 
Cleveland, Cincinnati, Chicago & St. Louis. . 28.3 
Atchison, Topeka & Santa Fe 30.7 
New York Central 29.9 
Chicago, Burlington & Quincy 30.0 
New York, Ontario & Western . ‘ 33.7 
St. Louis-San Francisco . oe 32.7 
Colorado & Southern Lines . a 30.2 
Chicago, Rock Island & Pacific 35.3 
Lehigh Valley 33.3 
Rutland 34.3 
Wabash 27.8 
Southern 28.4 
Atlantic Coast Line 28.8 
Chicago & North Western 32.6 
Western Pacific 29.6 
Seaboard Air Line 32.1 
Texas & Pacific 27.2 
Great Northern . 31.1 
Boston & Maine 7. J 30.0 
Chicago, Milwaukee & St. Paul y . 31.1 
Michigan Central . , 27.4 
Philadelphia & Reading . . 29.0 
Central of New Jersey . . 29.4 
Southern Pacific ‘ . 26.0 
Delaware, Lackawanna & Western . ' 25.6 
New York, New Haven & Hartford ' . 29.2 
Delaware & Hudson . . 34.4 
New York, Chicago & St. Louis ‘ . 27.0 
Northern Pacific ‘ r 27.6 
Union Pacific . . 25.8 
Long Island . i 34.9 
Kansas City Southern . ; 27.6 
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Average 50 Rails j 32.0% 


*In receivership. **Eight-year average; road operated only since 1911. 
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ratio from the ten year ratio is indicated 
in the last column. 
Effect of Wage Increases 

On June 1, 1918, general wage in- 
creases were granted, retroactive to 
January 1; but the 25% rate increase, 
effective about the same date, did not 
provide any offset to the five months’ 
back wages. In September further in- 
creases in wages were made, and it is 
now stated by Director-General Hines 
that further rate increases are in pros- 
pect. Consequently gross revenue 
should be increased perhaps 10% or 
15% in 1918 to compare with mainte- 
nance costs—i. e., the maintenance 
ratios in 1918 should be reduced con- 
siderably in drawing a comparison with 
previous years; and this should be 
borne in mind in studying Table IT. 


ticipated. Reading and Lackawanna 
have low averages for prosperous 
roads. 

The figures in the last column give 
the variation between the 1917-18 aver- 
age and the ten-year average. Erie, 
Western Maryland and Delaware & 
Hudson made a remarkable showing 
in this respect, their two-year averages 
being from 7 to 9 points higher than 
the ten-year ratio. The general aver- 
age for the fifty roads shows an in- 
crease of 2.5%, but as explained above 
this should be discounted because of 
the inadequate purchasing power of 
revenues in terms of materials and 
wages. Added to this is the fact that 
increased maintenance was required to 
offset the delay during 1917, because 
of the more rapid deterioration of the 


—— __—=_$_="--_-__= 
TABLE III—RESULTS FOR TERRITORIES 


25 Eastern Railroads 
18 Western Railroads 
7 Southern Railroads 


Average 50 Roads 


The ten-year averages reveal some 
interesting facts. llinois Central, 
Louisville & Nashville and Pennsyl- 
vania are near the top, as would be 
expected. Missouri Pacific and Pere 
Marquette, recently out of receiver- 
ships, make a remarkable showing. 
The Hill properties do not compare 
favorably; but a more surprising fact 
is the low maintenance record of the 
Harriman lines, due to small expendi- 
tures for equipment up-keep, explained 
perhaps by the standard of shop effi- 
ciency. New Haven and Boston & 
Maine have low ratios, as would be an- 


1917 Average 
Maint. 
Ratio 
28.3% 
26.9 
29.3 


27.9% 


1918 
Maint. 
Ratio 
36.8% 
35.6 
34.9 


36.1% 32.0% 


property when not maintained. 

Grouping the roads in territories give 
the general results, as shown in Table 
ITI. 


In spite of the disturbing factors of 
prices, wages and rates, a study of the 
ratios seems to indicate that the rail- 
roads as a whole are now perhaps up 
to the normal standard of maintenance. 


The administration thus far has ap- 
parently lived up to the spirit of its 
contract—to restore the roads to their 
owners in as good condition as when 
taken over. 





~ 


te should be added, however, that the standard railroad contract conceded the rail- 
roads only such compensation for maintenance as conforms to the general standard 

property, 
Insofar as the railroad administration 
has decided that a higher standard than that of 1915-17 was necessary in 1918, the ex- 
cess cost must be borne by the railroads; and it is probable that some of the roads 
face heavy charges on this account to deduct from their 1918 guaranteed return. 


during the test period 1915-17 (but making allowance for the growth of the 
the increased cost of labor and materials, etc.) 





MONEY-BANKING-BUSINESS 


America’s Foreign Banking Invasion 


Our Trade Contest With Great Britain—Qualifications for 
: Success in Foreign Banking 





By O. D. WALKER 





United States within the last few 

years and particularly since the 
war, has extended the vision of Ameri- 
can finance, until it now embraces the 
world. Our great financial institutions 
now realize that the maintenance of 
branches of their banks abroad will re- 
sult not only in large profits from ex- 
change operations, but also will enable 
the United States to take a larger part in 
handling international trade balances, 
and to co-operate in the further exten- 
sion of American commerce by render- 
ing real American banking service to 
American merchants who either live or 
maintain offices abroad. 


International Banking Corporation 


What might be called the first Ameri- 
can bank organized to do a foreign busi- 
ness was the International Banking Cor- 
poration. The charter of this bank is 
most liberal and provides that the corpo- 
ration may engage in all forms of bank- 
ing, mining, merchandising, shipbuilding, 
etc. They have, however, limited their 
operations almost exclusively, if not al- 
together, to foreign banking. Their busi- 
ness in the first few years was confined 
largely to the Far East. To judge from 
the policy of this bank in the Far East, 
it was not its intention to really enter the 
banking field, in the sense of a commer- 
cial bank, but to limit operations exclu- 
sively to exchange, the buying and sell- 
ing of drafts and to dealing in silver. 

In this connection it must be borne in 
mind that genuine commercial banks have 
not existed up to this time in the Far 
East. Prompt service is unknown. In one 
of the largest English banks of the Far 
East it is never possible to secure a 
draft until the day after it is applied for. 


HE expansion and development 
YT of the foreign trade of the 


Deposits are not desired as they take up 
too much time in bookkeeping, and the 
customer is informed in no mistakable 
terms that his deposit is not welcomed, 
and is only accepted as a favor, of which 
he is constantly reminded. Native busi- 
ness is taboo. Banks as a rule will avoid 
the making of loans, as the amount 
loaned will reduce the reserves, which 
are needed in carrying on their silver 
operations. 

It might be interesting to know that 
most of the business in the Far East is 
handled through brokers who represent 
speculators on the silver market, and that 
probably 90 per cent of the business done 
by the banks is with the brokers. Direct 
business is almost unknown and not dé- 
sired. It is beneath the dignity of any 
bank manager in the Far East to solicit 
business or to advertise, except in the 
most formal way. 

The International Banking Corpora- 
tion at this time maintains twenty-five 
branch offices throughout the world, at 
the following points: 

London, San Francisco, Bombay, Cal- 
cutta, Singapore, Hongkeng, Canton, 
Shanghai, Hankow, Tientsin, Peking, 
Cebu, Manila, Yokohama, Kobe, Pana- 
ma, Colon, Medellin, Santa Domingo, 
San Pedro de Macoris, Puerta Plata, 
Santiago de Cuba, Batavia, and Soura- 
baya. 

The National City Bank 


The National City Bank has branches 
in Havana, Santiago, Matanzas, Cien- 
fuegas and Sague la Grand in Cuba; in 
Buenos Ayres, Argentine ; Bahai and Rio 
de Janeiro, Santos, and Sao Paolo, 
Brazil; Valparaiso, Chili; Genoa, Italy; 
San Juan, Porto Rico; Moscow and 
Petrograd, Russia ; Montevideo, Uruguay 
and Caracas, Venezuela, and will soon es- 
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tablish new branches in Cardenas, Ciego 
de Airla and Camaguey, Cuba; in Porte 
Alegre and Pernambuco, Brazil; Rosario, 
Argentina, and Barcelona and Madrid, 
Spain. 

This makes a total of forty-nine for- 
eign branches for the National City Bank 
and its subsidiary, the International 
Banking Corporation. This is by far the 
best showing for a single American bank- 
ing interest abroad. 


The Farmers’ Loan and Trust 


The Farmers Loan and Trust Com- 
pany, of New York, has been in the for- 
eign field for nearly twelve years. They 
maintain branches in London, Paris, Bor- 
deaux, Neuf Chateau and St. Lazzaire. 
The last two branches are war branches, 
having been established for the con- 
venience of the American Expeditionary 
Forces. Prior to the war they also had 
a branch in Berlin. These branches do a 
general banking business, and do not 
limit their operations exclusively to ex- 
change. 


American Foreign Banking Corp. 


The American Foreign Banking Cor- 
poration was organized pursuant to the 
Federal Reserve act authorizing national 
banks to own stock in a bank which is 
engaged solely in international and for- 
eign banking and operating under the 
control of the Federal Reserve Board. 
This group of American bankers felt 
that their foreign business warranted 
them in establishing direct foreign rep- 
resentation rather than to continue 
handling their business through foreign 
correspondents. The following banks 
were instrumental in the organization of 
the American Banking Corporation: 

Merchants-Mechanics First National 
Bank, Baltimore,:Md.; Merchants Na- 
tional Bank, Boston, Mass.; Manufac- 
turers & Traders National Bank, Buf- 
falo, N. Y.; Corn Exchange National 
Bank, Chicago, Ill. ; Fifth-Third National 
Bank, Cincinnati, O.; First National 
Bank, Cleveland, O.; Security National 
Bank, Dallas, Tex.; Denver National 
Bank, Denver, Colo.; Peoples State 
Bank (John W. Staley), Detroit, Mich. ; 
Grand Rapids National City Bank, 
Grand Rapids, Mich.; Indiana National 


Bank, Indianapolis, Ind.; Merchants Na- 
tional Bank, Los Angeles, Cal.; Ameri- 
can-Southern National Bank, Louisville, 
Ky.; First National Bank, Milwaukee, 
Wis.; First & Security National Bank, 
Minneapolis, Minn.; Northwestern Na- 
tional Bank, Minneapolis, Minn.; The 
Peoples Bank, Mobile, Ala.; National 
Newark & Essex Banking Co., Newark, 
N. J.; Canal Bank & Trust Company, 
New Orleans, La.; Chase National Bank, 
New York, N. Y.; Philadelphia National 
Bank, Philadelphia, Pa.; The Bank of 
Pittsburg (N. A.), Pittsburg, Pa.; 
United States National Bank, Portland, 
Ore. ; Industrial Trust Company, Provi- 
dence, R. I.; Merchants National Bank, 
Richmond, Va.; Merchants National 
Bank, St. Paul, Minn.; National Bank of 
Commerce in St. Louis, St. Louis, Mo.; 
Springfield National Bank, Springfield, 
Mass.; National Bank of Tacoma, Ta- 
coma, Wash.; The National Bank of 
Commerce, Toledo, O.; The Standard 
Bank of Canada, Toronto, Canada; First 
National Bank, Utica, N. Y.; The Com- 
mercial National Bank, Washington, D. 
C.; Merchants National Bank, Worces- 
ter, Mass. : 

They have been operating almost ex- 
clusively in Latin-America since their 
organization and now have branches in 
Cristobal, Canal Zone; Panama City, 
Panama ; Port-au-Prince, Haiti; Havana, 
Cuba, and Rio de Janeiro, Brazil. But 
they have recently decided to go further 
afield, and have just secured the consent 
of the Federal Reserve Bank to open 
branches in Manila, P. I., Harbin, China, 
and Brussels, Belgium. 


The Mercantile Bank of the Americas 


The Mercantile Bank of the Americas 
might be properly called a mercantile 
bank, for they have followed a new prin- 
ciple in the matter of foreign banking 
policy. They maintain but two branch 
offices of their own abroad, one in Paris 
and the other in Barcelona, Spain. This 
bank was organized by several export 
firms to finance their own foreign trade, 
believing that it would be more advan- 
tageous for their business to do their 
own banking. With the growth of their 
business, they were able to extend their 
banking service to the native business 
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men with such satisfactory results that 
the rich men in the various places in 
which they were located wished to join 
in their banking enterprises. 

Finding this spirit of co-operation in 
Latin America, they -have organized 
banks under the laws of the various 
South American countries in which th 
operate, interesting with them local capi- 
tal, securing much local business and 
prestige thereby. They have large or 
controlling interests in the banks which 
they have organized, bought or become 
affiliated with. They are interested in 
twenty-five banks throughout Latin 
America. These banks are the Banco 
Mercantil Americano de Cuba, Havana; 
Banco Mercantil Americano de Colum- 
bia, with branches in Bogoto, Barran- 
quilla, Cartegena, Medellin, Manizales, 
Girardot, Cali and Honda; Banco Mer- 
cantil Americano del Peru, with branches 
at Lima, Arequipa, Chiclayo, and Callao; 
Banco Mercantil Americano de Caracas 
in Venezuela, with branches at Caracas 
and La Guayra, American Mercantile 
Bank of Brazil, with branches at Para 
and Pernambuco; The National Bank of 
Nicaragua, with branches at Managua, 
Bluefields, Leon and Granada ; The Bank 
Atlantide in Honduras, with branches at 
La Ceiba, Teguicigalpa, San Pedro Sula 
and Puerto Cortez. 

They have specialized on foreign trade 
in the Latin American countries and ad- 
vertise themselves as “An American 
Bank for Foreign Trade.” 


Asia Banking Corporation 

The latest entry into the foreign field 
is the Asia Banking Corporation, which 
was organized last year under the leader- 
ship of the Guaranty Trust Company of 
New York. The following banks are 
associated with the Guaranty Trust Co. 
in this enterprise: The Bankers Trust 
Company, of New York; The Mercantile 
Bank of the Americas, also of New 
York ; The First National Bank, of Port- 
land, Ore.; The National Bank of Com- 
merce, of Seattle, Wash.; Anglo and 
London, Paris National Bank, of San 
Francisco. 

This bank is proposing to attempt the 
introduction of American commercial 
banking methods into Oriental and Asi- 


atic banking. This will be a most wel- 
comed innovation, both to the American 
merchant who lives in the Far East who 
has been without American banking ser- 


-vice as .well as to the native merchants 


whose business has been handled with 
scant courtesy by the foreign banks of 
the Far East. This treatment of the 
native merchants is due in part to racial 
prejudice and partly to the fact that the 
bank managers are not familiar with 
commercial banking, for they are really 
most excellent exchange operators and 
make the trade of China a strictly bank- 
ing or exchange operation without at- 
tempting to build up the trade, refusing 
generally to make loans or grant com- 
mercial credits. 

The Asia Banking Corporation is now 
opening branches in Shanghai, Hankow, 
Tientsin, Peking, Changsha, Harbin and 
Vladivostock, Siberia, and will probably 
open branches later at Hongkong and 
Canton. 

Philippine National Bank 


If it is possible to speak of the Philip- 
pine National Bank as a part of our for- 
eign banking expansion we shall have to 


give this bank a large place. Its growth 
and development in the few years of its 
existence has been little short of mar- 


velous. It has driven one English bank 
out of the Islands, and now has assets of 
over $120,000,000, being the largest bank 
in the Orient outside of some of the 
larger banks in Japan. 

This bank has prospered so in the 
Islands that they have decided to enter 
new fields and have established a branch 
in Shanghai, China. A letter from one 
of the leading Americans at that port 
states, that should they pursue the same 
policy in China which has guided them 
in the Islands, they will make all 
the other banks in Shanghai look to its 
laurels. The bank is managed by Ameri- 
cans and Philippinoes, and a real Ameri- 
can banking policy along commercial 
lines is strictly adhered to. 

American Banks with Single Branches 

There are a number of American banks 
which maintain a single branch abroad, 
but have not yet committed themselves 
to a definite foreign banking policy, or 
decided how far they are going into the 
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foreign field. There is a growing senti- 
ment among American bankers that the 
only way to develop their foreign busi- 
ness is to enter the foreign field either 
as individual units, or by joining forces 
with other banks and establishing joint 
foreign banks. 

Doubtless after the world has settled 
down to the business of peaceful com- 
merce, branches of American banks will 
be established in other countries, where 
American trade is growing and where it 
will be to the interest of American busi- 
ness to have American financial co- 
operation. 

As Americans, we have just cause to 
be proud of the record which American 
banks have made in the last few years, 
for it is an earnest of better things to 
follow. 

Upon What Does Success Depend? 

We must not, however, overlook the 
fact that the success of American finance 
abroad will hinge upon three things ; first, 
the growth of American trade; second, 
the adoption by these American banks of 
American commercial banking policies, 
for our banks must be more than ex- 
change shops, and our business must not 
be limited by artificial exchange rates 
due to speculations in silver or exchange 
by these banks, and third, American 
banks must be American in personnel and 
management. 

These statements are made advisedly 
for American business cannot reach its 
highest point of development without 
friendly and co-operative American 
financial assistance. Americans do not 
appreciate the spirit of nationalism in 
business. We as a nation do not realize 
that every Englishman is a commercial 
attaché for Great Britain, that his one 
purpose is to see that English goods are 
placed in the markets of the world to 
the exclusion of all others, whenever 
possible. 


Americans Must Manage American 


In a recent interview given out by Mr. 
Vanderlip, of the National City Bank, he 
stated, “that American banks must be 
managed by Americans.” This is a most 
welcomed sentiment, for we cannot ex- 
pect that American interests will be fur- 


thered or safeguarded by aliens, who 
might be made the managers of Ameri- 
can banks by reason of supposed su- 
periority in later exchange. 

The struggle for the trade of the world 
will lie between England and America, 
and in view of this well known fact it 
can hardly be said to be a wise policy on 
the part of American banks to place 
their national trade interests in alien 
hands. 

Function of American Banks 

The real function of the American 
branch bank in foreign trade is to finance 
American business. The bank which 
limits its operations to exchange or to 
the purchase of bills renders no great 
service. The branch bank is to give the 
same service abroad that the parent bank 
gives at home. Loans should be made 
upon reasonable terms, and the bank 
should back its clients by giving them 
the financial support to which they are 
entitled to enable them to carry on their 
business. It would be far better not to 
open a branch than to have to employ 
men who have not had commercial bank- 
ing experience, who are lacking in judg- 
ment and vision, and who do not see that 
the development of the foreign trade of 
America is a national asset. 


The Future 


The fact that American bankers have 
sensed the need of American business 
abroad for financial assistance and have 
followed it, augers well for the future. 
We are certainly in a much more favor- 
able position to develop our foreign trade 
by reason of the hearty response which 
American finance has given to the call 
of our foreign commerce. It is not pos- 
sible to divorce business from finance, 
and foreign trade is largely a problem in 
finance. American trade will prosper 
and grow only in proportion to the ex- 
tent of the financial co-operation which 
American banks will give it. 

If American banks at home, and 
through their branches abroad, will coun- 
sel and lead wisely, will be satisfied with 
a reasonable profit, instead of asking too 
much for their services, the volume of 
trade will more than compensate them 
for their intelligent, economic and pa- 
triotic co-operation. 

















Leading Opinions 
About Financial, Investment, Banking and Business Conditions 





“Public Will Absorb 
New Loan”—Glass 
That the next Liberty loan will not 
be considered on an investment basis and 
in cold blood, is the opinion of the Sec- 
retary of the Treasury. When the pub- 
lic realizes that it is doing very little 
in offering its money as a loan to the 
government as compared with the trials 
and sacrifices made by the men who 
fought, the strong feeling of patriotism 
which every American has is bound to 
. come to the front and make the loan a 
success. In an address before the 
County Chairmen and other War Sav- 
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ings Stamps leaders in New York and 
New Jersey, at the Bankers Club, Mr. 
Glass pointed out that purchasing bonds 
was not a sacrifice. He said, in part: 
“The only sacrifice that anybody has been 
able to point to is the sacrifice of investing 
in the bonds of the United States Govern- 


ment. And, gentlemen, I don’t conceive 
that that is a sacrifice at all. I don’t be- 
lieve that, upon sober thought, the Ameri- 
can people can believe that that is a sac- 
rifice, particularly when we contrast it with 
the fact that 4,000,000 American boys en- 
listed in the service of their country, that 
2,000,000 of them went across 3,000 miles of 
ocean to give their lives for your liberty 
and for the liberty of your country. To- 
day 60,000 of them lie buried under the sod 
of France. That was real sacrifice, and we 


should not profane the memory of those 
men who died and the thousands of others 
who were wounded by comparing their sac- 
rifice with alleged sacrifices in investments 
in War Savings Stamps and in the other 
fine securities of this Government. 

. “I was about to say that I am sure you 
do not share that feeling when you took 
the words from my lips by your generous 
applause. My friends, the people of Amer- 
ica are going to respond to this appeal of 
the Government. It is their Government. 
The honor of the Government is involved 
and, therefore, the honor of the American 
people is involved in this great enterprise. 
The American people have never been ap- 
pealed to in vain to vindicate their honor 
and their freedom, and they will not on this 
occasion.” 


“Big R. R.s Should 
Absorb Small”—Willard 


Instead of 162 Railroads earning more 
than $1,000,000 a year there would re- 
main not more than 40 systems in five 
years if Mr. Willard’s plan of merging 
smaller lines into the big systems, should 
be put into effect. Mr. Willard, appearing 
before the Senate Interstate Commerce 
Commission, submitted a map to show 
how competition would be preserved un- 
der his plan. He pointed out that funds 
for purchasing the smaller roads could 
be provided from excess earnings of the 
prosperous ones. 

Mr. Willard is flatly against Govern- 
ment Ownership and believes that regu- 
lation should be so arranged as to pre- 
serve and encourage the initiative of 
the American citizens and in addition 
provide checks to prevent dishonest 
practices by owners and managers and 
unreasonable action by regulatory bodies. 

In arguing the point, he said: 

“I would not bring about this consolida- 
tion violently, but simply would permit the 
roads to carry it out by removing present 
restrictions. If Congress accepts exten- 
sion of Federal control until 1924 it is 
accepting Government ownership under a 
different name.” 

“Prosperity in Foreign 
Trade”—J. A. Farrell 

There is no doubt that the United 
States can capture a huge foreign trade 
if operations in that direction are con- 
ducted along well laid plans and are 
based upon a sound policy, according to 
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James A. Farrell, Chairman of the sixth 
National Foreign Trade Convention. In 
an address before that body, Mr. Farrell 
said: 

“Now, as never before, the United States 
must rely ypon foreign trade to make cer- 
tain the full employment of labor and to 
provide investment for capital; to stabilize 
industry and prevent disturbance of do- 
mestic conditions; to insure the permanent 
retention and operation of our new mer- 
chant vessels under the American flag; to 
maintain prosperity among American pro- 
ducers and to forestall any retrogression 
from the high standards that have been 
achieved.” 


Nation-Wide War 
On Fake Promoters 


Determined that fleecing of the vast 
army of new investors, Liberty Loan 
holders, shall be stopped, the Stock Ex- 
change is continuing more vigorously 
than ever before its plans for frustrating 
stock swindlers. 

A Committee, which includes Francis 
H. Sisson, Vice President of the Guar- 
anty Trust Company, and Jason Wester- 
field, of the Stock Exchange Library 
Committee, and of the most important 
members of the Stock Exchange, Cham- 
ber of Commerce, American Bankers 
Association, the Liberty Loan Committee 
and the Federal Reserve Bank, has been 
formed and will begin its work as soon 
as possible. In a statement issued after 
a conference, it was pointed out that 
publicity will be the chief weapon em- 
ployed. The statement said in part: 

“In view of the evidences of the vast ex- 
tent to which the new Liberty Loan in- 
vestors have been victimized, the meet- 
ing was unanimous in favor of some ac- 
tion which would unite all of the sound 
business interests of the country in a pub- 
licity and educational campaign. It was 
was shown that the Treasury Department 
was already doing all that it could in the 
way of preparing legislation which would 
check the evil at the source—that is, super- 
vise the issue of securities. The Secretary 
of the Treasury himself, however, made it 
clear in a letter to the Stock Exchange, 
that it was essential that legislation be sup- 
plemented by publicity and education. 

“Before adjournment it was decided to 
form a permanent committee of men ex- 
perienced and qualified by their studies of 
the problem to draft a programme which 
would, in a practical manner, permit the 
various business interests in the Second 
Federal Reserve District to unite in the 


suppression of stock swindling in said dis- 
trict. As soon as the campaign is actively 
launched in this district it is proposed to 
extend its scope that eventually the entire 
country will be included.” 

Success of New Loan 

Depends on Bankers 

It is not going to be easy to sell the 
new Victory Loan bonds and the respon- 
sibility for their successful flotation is 
squarely up to the nation’s bankers, 
thinks Dwight Morrow, member of the 
firm of J. P. Morgan & Company. 

In a speech at the 8th Annual Banquet 
of the Trust Companies of the U. S., 
Mr. Morrow pointed out that it was no 
feather in our caps to raise a $7,000,000,- 
000 loan or a $10,000,000,000 loan in 

















Philadelphia Evening Ledger 
“WHAT DO I DO NOW?” 





this country, since this Government has 
not begun to raise as much money either 
per capita or in proportion to its wealth 
as Great Britain. He said: 

“It is going to be hard to sell bonds two 
months from now. It is not going to be 
easy to get the bands to play in the same 
way that they played when the soldiers 
were going to France. It is going to be 
a test of character that didn’t come when the 
war was on. It is going to be a test of 
whether we are able to go on when things 
do not look bright, when we are not stimu- 
lated by the greater sacrifice that younger 
men are making, and that test is going to 
come peculiarly to the banking community 
of this country. 

“Gentlemen, it is going to rest with you as 
to whether this country rises to the great 
opportunity of paying its debt to the men 
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who died in France, paying for something 
that has already been expended, and doing 
it with as fine an enthusiasm, even a deeper 
enthusiasm, than that which marked your 
conduct at the time that you were trying to 
raise money to keep an uninterrupted flow 
of American soldiers going to the other side. 

“It is going to be what some has called 
the 3 o’clock in the morning courage There 
wouldn’t be any glamour about it, but it is 
going to be the thing that bankers, par- 
ticularly ought to recognize.” 


Prohibition Stirs Foreign 
Industrial Activity 
European nations see a great ad- 
vantage for themselves in the adoption 
by the United States of national prohi- 
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bition. France in particular is making 
extensive preparations for an industrial 
era beyond anything experienced in that 
country heretofore. 

George A. Gaston, President of Gas- 
ton Williams & Wigmore, exporters and 
shipowners, recently returned after an 
extensive trip abroad, pointed that big 
business men in England, France and 
Italy are laying the foundations for un- 
precedented activity. He said in part: 

“Although France furnishes the most con- 
spicuous example of this turn to industrial- 
ism,” said he, “the same tendency prevails 
pretty generally throughout Europe. It is 
especially marked in Italy. There, as in 
France, the industrial lessons of the war 
have been deeply taken to heart. Everywhere 





automatic machinery is being introduced, war- 
time plants are being diverted to peace-time 
uses and intensive speed-up campaigns are 
booming.” 

Redfield Urges 

Price Stabilization 


In order that labor may be employed 
as fully as possible, everyone should pur- 
chase as much of necessities as they re- 
quire without waiting for lower prices, is 
the plea of Wm. C. Redfield, Secretary 
of Commerce. 

Addressing the annual convention of 
the national Retail Drygoods Associa- 
tion, the secretary said in part: 

“When the war ended there were certain 
among us who seemed to think all that 
America had to do was to go forth into the 
world ‘conquering and to conquer,’ to take 
up again the thread of our business life sep- 
arate from other nations, free from external 
problems, our purpose concentrated again 
upon profit, seeking our own gain forget- 
ting alike the lessons of the war and the 
past and regarding only the chances of the 
present and the future. It did not take long, 
however, to find that this could not be. The 
new days were not as the old ones. The 
new opportunities were not like those that 
had been. There were new duties, strange 
environments. We could not be a law unto 
ourselves any more. We had grave obli- 
gations to others that must be met. We had 
become in a sense our brothers’ keeper; we 
could not cease to be so. We found that 
the thoughts and the methods of former 
days had passed away and that we held a 
new place in the world. 

“How can you help, each of you? One 
way is to talk and act as optimists, for the 
chief thing needed is confidence. The prof- 
iteer has no place among us. Go after him 
wherever you find him. He it is who plays 
into the hands of the Bolsheviki. He it is 
who provides a basis for the I. W. W. Do 
not try to sustain prices for the sake of a 
large profit. That prolongs the agony. That 
prevents the return of confidence. It is 
better far to lose something for a month or 
two than to prolong the hesitation for six 
or eight months or a year. Whatever you 
can do in your individual stores to get prices 
down is one step toward a solid basis for 
confidence. You made sacrifices of food 
that others might have enough to eat. You 
made sacrifices of expenditures for Liberty 
bonds and will do it again. Now in your 
business lies another chance for a sacrifice; 
not a permanent one, but a temporary one, a 
sacrifice of personal profit that the greater 

in may come in the near future when the 

ying movement starts. You can aid that 

buying movement, you can stimulate it, you 
can bring it nearer by letting your public 
know that you are ready to meet it half 
way,” 








BONDS 42 INVESTMENTS 


Foreign Loans in the United States 


Developments—Total of Loans Outstanding— 
Attractive Issues 


By JACOB H. SCHMUCKLER 











Recent 








RIOR to the outbreak of the Eu- 
ropean war, the number of 
foreign government or cor- 

=" poration issues outstanding in 
this country was comparatively small. 
About the only securities were a few 
public obligations of Canada, Mexico, 
China, and some South American coun- 
tries, and some corporations in them. 
The conditions created by the Eu- 
ropean war changed this situation very 
materially, however, and the United 
States has replaced Great Britain, tem- 
porarily at least, as the world’s leading 
banker. 

According to a compilation made by 


is given in Table I (000’s omitted). 

About 75% of the total amount of 
bonds outstanding in this country are 

vernment obligatians, nearly three- 
ourths of which are issues of Great 
Britain and France. Some attractive 
bonds of this class will be presented 
below im Table II. 


State and Municipal Loans 


These contribute about 10% of the 
total foreign loans outstanding in this 
country. The amount charged to 
provinces and municipalities in Canada 
is the largest, with France a distant 
second. Preceding the beginning of 








TABLE I 


Govern- 


State and 


Municipal Railroad 


449,500 
Canada and Newfoun’d 180,000 
500 











Total—all countries. ..$1,639,500 $213,381 


the Guaranty Trust Company of New 
York, the total amount of foreign 
loans placed in this country, and out- 
standing as of January 1, 1919, exclud- 
ing Government loans to the Allies, 
was $2,163,822,580, by far the greater 
part of which have been issued since 
August, 1914. This total does not in- 
clude subscriptions to foreign internal 
loans, with the exceptions of the 
French Government 5s, due 1931 and 
the Russian Government 5%s, due 
1926. 

The distribution of the entire sum 
by the character of the issuing 
agency, and by principal countries, 


$206,437 $73,017 $31,487 $2,163,822 
the European war, the major part of 
Canada’s capital requirements were 
cared for in Great Britain, but with the 
great strain upon her to finance her- 
self and the Allies in the great contest, 
Canada turned to us. Canadian issues 
are as a class very desirable invest- 
ments, and have exhibited remarkable 
stability in market values in the many 
bond reactions of the past few years. 
The $86,000,000 of French obliga- 
tions consist of the City of Paris 6s, 
due April, 1921, and the Lyons, Mar- 
seilles and Bordeaux 6s, all due No- 
vember, 1919. The Tokio 5s, due 1952 
are the only Japanese municipal obli- 
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gation outstanding in this country, and 
the Sao Paulo serial external 6s, due 
1919 to 1928, the only one for Brazil. 


Corporation Loans 


Total bonded obligation of foreign 
corporation outstanding in the United 
States amount to a little more than 
$311,000,000, or about 15% of total 
foreign loans. Of these, $206,000,000 
are obligations of railroads, $73,000,- 
000 of public utilities, and $31,500,000 
of industrial enterprises. 

Issues of railroads in Mexico hold 
first place by a wide margin among 
the railroad and general corporation 


the Canadian Northern and_ the 
Canadian Pacific 6% notes, due March, 
1924. The $15,000,000 charged to Ar- 
gentine railways are the issue of the 
Argentine Central 6s, due 1927 brought 
out by J. P. Morgan & Co., and others, 
in February, 1917. 

Regarding the public utility and in- 
dustrial issues, with few exceptions, 
these are all obligations of corpora- 
tions in Canada. The principal excep- 
tions are, the Brazillian Traction, 
Light & Power 6% notes, due Novem; 
ber, 1919, the Sao Paulo Tramway, 
Light & Power first 5s, due 1927, and 
the Melbourne Electric Supply general 


TABLE II 


Maturity Price About 
1920 97% 
985% 
101 
86 


975% 
*$141 


Issu 
GOVERNMENT— 
Anglo French 5s 
United Kingdom 54s 
United Kingdom 54s 
Japanese 2nd series 444s (Ger. Stamp) 
Dominion of Canada external 5s 
Italian internal 5s of 1918 
STATE AND MUNICIPAL— 
City of Paris 6s 
City of Tokio 5s 
Province of Ontario 5s 
City of Toronto 4%s 
CORPORATION— 
Canadian Pacific 6% notes 
Canadian Pacific cons. deb. 4s 
Montreal Tramways first and ref. 5s.. 
Canadian Car & Foundry first 6s 
Canada Cement first 6s 


Oct., 
Nov., 1921 
Feb., 1937 
July, 1925 
April, 1931 
(Perpetual) 


6.02 
6.15 
5.75-6.00 basis 
5.50-5.75 basis 


April, 1921 
Sept., 1952 
Dec., 1926 
July, 1948 


Mar., 1924 
(Perpetual) 
July, 1941 
Dec., 1939 
Oct., 1929 


99% 
82 


5.87 
5.00 
6.25 
6.30 
6.55 


100% 
80 


85 
97 
97% 


*Per 1,000 lire. 
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issues. All of the bonds of Mexican 
railroads outstanding in the United 
States are in default, and they can 
hardly be called investments though, 
at prevailing prices, they offer some 
— for profit, if conditions in 
exico become more settled, and the 
Carranza government makes good its 
recent promise to protect American 
investments. Issues of Mexican com- 
panies having a market here, and also 
securities of American companies hav- 
ing property in Mexico, have generally 
shown a strong tone in the past week 
or so upon these favorable reports. 
The 349,000 of Canadian railway 
obligations are chiefly equipment ob- 
ligations of the Canadian Pacific and 


convertible 6s, due March, 1922. 

The principal Canadian public utility 
companies having loans outstanding in 
the United States are the Shawinigan 
Water & Power, the Montreal Light, 
Heat & Power, the Montreal Tram- 
ways and the Toronto Railway. The 
chief industrial concerns are the 
Canadian Car & Foundry Company and 
its subsidiaries and the Canada Cement 
Company, Limited. 

Table II presents a number of at- 
tractive foreign loans outstanding in 
this country, with current markets and 
approximate rates of return on the in- 
vestment. 

The Kingdom of Italy internal 5s 
of 1918 were brought out here by an 
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Italian banking house. They are of 
course in the lire denomination, and 
interest is payable at the current rate 
of exchange making the rate of return 
dependent not only upon prevailing 
prices but also upon the rate of ex- 
change. On February 5, a precedent 
was set, when this issue was traded in 
for the first time on the New York 
Curb. Prior to that time, Italian war 
bonds had a fairly brisk market among 
dealers and in the “over-the-counter” 
trade generally, but this is the first 
“open-market” transaction on record. 
Aside from being a desirable invest- 
ment for income return, the bond 
offers two possibilities for profit: (1) 
Through appreciation in value of prin- 
cipal with Italian credit approximating 
its normal basis, and (2) through ad- 
vances in the rate of lire exchange. 
Current quotations are around $140 per 
1,000 lire, and the rate of exchange 
about 6.53, or $157.50 per 1,000 lire. 
The parity of Italian exchange is 


5.18%, or at the rate of $193 per 1,000 


lire. Assuming that rates-of exchange 
advance to this parity, the investor 
who buys around $140 has an advance 


of fifty-three points in his principal, or 
a gain of nearly 40%. 

The market for the last two of the 
issues by states and municipalities is 
not so active as that for the first two, 
but they are all good investments for 
permanent holding, and with more 
normal times in the bond market 
should see somewhat higher prices. 


Summary 

This article presents a survey and 
analysis of the foreign loans outstand- 
ing in the United States, and points 
out some of the attractive issues 
among them. All of the bonds sug- 
gested are very substantially secured, 
and with one exception, the Canadian 
Pacific consolidated debenture per- 
petual 4s, which yield 5%, give a re- 
turn exceeding this figure. Of all the 
loans the foreign government are as a 
class superior to the others, though the 
state and municipal and the corpora- 
tion groups also contain a few invest- 
ments of considerable merit. A pos- 
sible objection to some of the issues 
in these two classes might be their 
limited marketability, but this is com- 
pensated for in some measure by the 
higher rates of return. 








Municipal Bond Outlook 


Reason for Inactivity in Municipal Market— Recent Long 
Term Issues 





By CORNELIUS ANDREWS 





UNICIPAL bonds like other se- 
curities have their dull moments, 
attendant, however, by inter- 
mittent recoveries and occa- 

sional periods of strength. This in- 
activity will be more noticeable from now 
on, as the date of the offering of the 
Fifth or Victory Liberty Loan is but two 
months off. During the loan campaign, 
which will last for a period of at least 
three weeks, the market will be prac- 
tically devoid of any new offerings, as 
the Government will, as during previous 
loans, prohibit any new financing unless 
for refunding purposes or for improve- 
ments absolutely essential. 


Although, as already stated, the mu- 
nicipal market is rather quiet, this tem- 
porary inactivity does not mean that this 
type of security has ceased to be attrac- 
tive to the conservative investor. The 
great trouble is that the supply of good 
offerings fails to meet the demands. As 
compared with other investments on the 
market, such as rails or public utility 
bonds, municipal securities have shown 
remarkable strength during the war 
period. The fact that they are exempt 
from the Federal income tax has no 
doubt been the means, to a large extent, 
of creating a demand for bonds of this 
character. 
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Course of Values 

The accompanying chart, based upon 
the average yield of municipal bonds of 
twenty cities of the United States, will 
show the reader at a glance the course 
of municipal bond values during the last 
two years. 

While the United States did not’ enter 
the war until April, 1917, the financial 
community began to discount the effects 
of the war upon the market values of 


declined slightly from the average of last 
December, but in view of the inactivity 
of the market, this decline is not of much 
significance. 

Recent Long Term Issues 


Many new and attractive offerings of 
long term municipal loans have been 
floated since the first of the year. Those 
that commanded new high returns for 
the investor were readily absorbed, while 
the higher grade issues were not quite 
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Average Monthly Rates of Return on Municipal Bonds of Twenty American Cities 





American bonds as a whole as early as 
February, 1917—and to this general rule, 
municipal obligations were no exception. 
The high level of prices in the period 
1917-1918 came in the latter part of 
January, 1917, and the declining ten- 
dency which began in the first days of 
February continued without interruption 
until April, 1918. Then the trend was 
steadily upward until December, 1918, 
though the rate of interest was substan- 
tially smaller than that shown in the de- 
cline of the previous fourteen months. 
Prices thus far in the current year have 


so successful in receiving responses. 
Short term municipal financing continues 
on a fairly large scale, and at low rates 
of interest. 

During last January, $24,100,000 of 
long term loans were floated in the 
United States, as compared with $18,- 
500,000 in January, 1918, which was the 
lowest total for that month since 1910, 
when only a little over $12,000,000 bonds 
were sold. The January total for 1919 
included several large issues, among 
which were: Cleveland Heights 
School District, Ohio, $525,000 22-year 
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average 5s on a 4.94% basis; Detroit, 
Mich., $365,000 30-year - on a 
4.48% basis; Jersey City, N. J., $1,- 
581,000 434s (two issues) at prices yield- 
ing from 4.63 to 4.69% ; Merced County, 
Calif., $1,250,000 20%4-year average 5s 
on a 4.68% basis; Miami Conservancy 
District, Ohio, $5,000,000 22-year aver- 
age 5%s on a 5.19% basis; Omaha 
School District, Neb., $1,000,000 29%4- 
year average 5%s on a 5.19% basis 
Omaha School N. J., $71,457 434s (two 
issues) on a 4.68% basis. 

Long term bonds reported sold during 
the first two weeks of February aggre- 
gated about $12,000,000, and included 
such issues as $300,000 Sioux City, Iowa, 
ey op School District 7-year aver- 
age 5s awarded to Chicago bankers on a 
4.78% basis ; $3,000,000 Chicago, IIl., 20- 
year 4s, to local investors at par; $1,- 
500,000 State of Maryland 94-year 
average 44s, to Baltimore bankers on a 
4.459% basis, and $500,000 22 1-6-year 
average, $300,000 21 2-3-year average, 
$200,000 16-year average, and $100,000 
one-fifth-year serial Newark, N. J., 434s 
to local bankers at prices yielding from 
4.497 to 4.499%. 


Recent Short Term Issues 


The short term municipal financing re- 
ferred to above, the majority of which 
is done by New England municipalities 
on a discount basis for a term usually 
from eight to ten months, amounted in 
January to $42,200,000, including $32,- 
700,000 revenue bonds and bills, cor- 
porate stock notes and tax notes of New 
York City. Of New York City’s total, 
$25,000,000 of revenue bills maturing in 
five months, were sold “over the counter” 
at rates of interest ranging from 4.15% 
to 4.30%. The loans negotiated by the 
New England municipalities varied from 
a 3.97 to a 4.19% discount basis. 

Temporary borrowing during the past 
two or three weeks amounted to about 
$20,000,000, and included loans nego- 
tiated in the New England section at a 
3.96 to a 4.08% discount basis. Among 
the so-called short term loans recently 
floated were : $2,500,000 State of Georgi 
one-year warrante sold at a 4.97% 
count, and $1,000,000 State of Tennessee 


12-months 4% notes on a 3.975% interest 


sis. 

Several large offerings have already 
been announced to take place during 
March. These include $8,000,000 30- 
ear 4%4s to be offered by the City of 

iladelphia ; $1,000,000 1-40-year serial 
4s by the City of Toledo, Ohio, School 
District, on March 3; $600,000 20-28- 
year (optional) 5s of the City of New 
Orleans, La., on March 6; $4,452,000 
(seven issues) Cleveland, Ohio, 5s and 
$1,500,000 1-20-year serial Cleveland, 
Ohio, School District 5s, on March 10. 


Canadian Situation 


Reports from Canada indicate that the 
general situation in the municipal bond 
market there continues favorable, a 
steady demand being made for munici- 
pals at firm prices. Piskechinitiie, how- 
ever, Canadian dealers are experiencing 
the same difficulty as investment bankers 
in the United States, in not being able to 
secure offerings. All of the Canadian 
war loans are strong, especially the 1918 
Victory Loan 5%s due 1933, which are 
selling around 102 in Canada and 100% 
in our own market. 

Quite recently the City of Toronto 
made a very satisfactory sale of $650,000 
5%s, 11%-year average Hydro-Electric 
bonds on a 5.40% basis, to local bankers. 
The Province of Alberta placed with a 
syndicate composed of Canadian bankers 
$10,000,000 20-year bonds on a 5.57% 
basis; Province of Ontario, $2,800,000 
10-year 6s at par, Vancouver, British 
Columbia, $2,600,000 one-third-year op- 
tional 6s on a 7.32% basis, and Edmon- 
ton, Alberta, $1,130,000 5-year 6s on a 
6.25% basis. 

Total long term bonds issued in Can- 
ada during January amounted to ap- 
proximately $5,500,000, and temporary 
eo asap to $3,000,000, this latter con- 
sisting of an issue of 5% six-months 
treasury bills floated in New York City 
by the Province of Ontario. During the 
first two weeks of February about $5,- 
200,000 Canadian municipals were put 
out, including $500,000 20-year 5%s of 
the Province of Manitoba and $3,000,000 
3-year 5s issued by the Province of On- 
tario and taken by a syndicate of New 
York bankers. 





Copper and Steel Bonds 


Changed Status of Industrial Bonds— Financial Change 
In Steel Companies—Representative Issues 





By GEORGE S. HAMMOND 





HEN we speak of the bond 
market’s being abnormally low 

in price, we are making an accu- 

rate generalization. When we 
come to particularize, however, we find 
some qualifications necessary. For ex- 
ample, railroad bonds, which, by time 
honored tradition and the immensity of 
their volume, have come to be regarded 
as the bond market, are decidedly below 
their customary level. In December, 
1914, the Dow Jones Index for highest 
and second grade railroad bonds com- 
bined gave an average of 82.31. In 
January, 1919, they stood at 75.40, or 
nearly 7 points below the earlier figure, 
itself relatively low. : World wide higher 
interest rates. coupled with the uncer- 
tainty of the railroad situation spell the 
explanation. 

Public utility issues forming a sizable 
proportion of listed bonds likewise suf- 
fered a decline, the respective figures 
being 71.11 and 64.36. The special con- 
ditions surrounding their operation have 
been, as is widely known, abnormally 
high operating costs, compensated for 
partially, at best, by rate advances. 

The striking exception to the general 
rule lies with the industrials whose bond 
average has climbed from 66.10 in De- 
cémber, 1914 (in March, 1915, 65.17), 
to 71.70. The circumstances which so 
sharply advanced industrial stocks have 
obviously found more stable, if less ex- 
pansive, reflection in the fixed return se- 
curities of these companies, and the 
tendency of rising interest rates to de- 
press prices has been more than over- 
come by the greatly altered financial con- 
dition of the large majority of industrial 
concerns. 

Altered Status of Industrial Bonds 


Permanent 


It may be said, in fact, that there has 
been an important readjustment of rela- 
tive values among the securities of dif- 
ferent classes of borrowers. Some skep- 


ticism may arise regarding the perma- 
nence of this readjustment, and it may 
be pointed out that present profits do not 
show the extremely liberal margins of 
safety for industrial bonds which ob- 
tained during the war period. This does 
not change the fact, however, that the 
successful, conservatively managed, 
members of the group have greatly in- 
creased their assets, both fixed and 
liquid. The equities for the funded debts 
have been permanently increased in per- 
haps the majority of instances, and will 
not reach the stockholders, except as 
they produce greater current incomes in 
future. 

It may be that the present advantage 
of industrial bonds, as a class will not 
continue, for the older issues may be- 
come diluted by new offerings, but the 
seasoned mortgages, as an aggregate, 
particularly those which are closed and 
subject to sinking funds, are on a higher 
investment plane than ever before and 
will continue so, I think. 


Copper Bonds 


Among the industrials, copper and 
steel companies may be selected as hav- 
ing especially augmented their resources. 
The number of copper bonds entitled to 
rank in the investment class is very lim- 
ited, for only issues of thoroughly proven 
properties, with large ore reserves, and 
with managements of the highest integ- 
rity, should be considered. 

Table I shows some of the best and 
most widely known of such issues. 


—_— Ten YEARS SECURED 6s are 
a brand new issue, sold to the amount of 
$25,000,000 for the purpose of repaying 
the company for past, and to provide 
for future expenditures, in connection 
with its extensive South American 
properties. Over $15,000,000 has al- 
ready been expended and it is officially 
estimated that about $30,000,000 more 
will be required. As security, the stocks 
of not only the South American operat- 
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ing companies, but also of several im- 
portant properties in this country, have 
been pledged. Anaconda is the world’s 
largest copper producer, and its financial 
statements are impressive. For instance, 
we find that from January 1, 1913, to 
September 30th, 1918, the total net 
profits aggregated no less than $165,060,- 
981, of which just about an even half 
was distributed in dividends. The aver- 
age annual earnings exceeded the par of 
this issue, and the net working capital of 
$31,600,000, as of September 30th, 1918, 
was also greater than the amount of 
bonds. Notwithstanding the changing 
fortunes of the copper industry, these 
bonds are, I believe, one of the very best 
securities yielding over 6% to be had. 
BraDEN Copper MINEs FIFTEEN YEAR 
6s are practically an obligation of the 
Kennecott Copper Corporation, which 
owns 99% of the Braden stock. There 
are now outstanding about $17,230,000 
out of a total issue on February Ist, 








in a quotation of 154 for the bonds in 
1916. Bond interest was earned about 
three times in 1916 and over four times 
in 1917. Chile is, like Braden, a com- 
paratively recent development and the 
results shown are adequate to protect 
the bonds. 

Cuite Copper CoLuATERAL 6s of 1932 
are secured in the same way as the 7s, 
but are junior thereto. They are con- 
vertible at $35 per share, which is, of 
course, less advantageous than the privi- 
lege attached to the 7s, but as bonds 
may be bought around 83, the convertion 
parity comes down to about 29 for the 
stock. 

GRANBY CONSOLIDATED MINING, 
SmeELtTInG & Power 6s are the only one 
of the bonds under discussion to be se- 
cured primarily by North American 
property ; in this case, a British Colum- 
bia development which has behind it a 
record of a number of years of success- 
ful operation. There are but $2,039,800 








TABLE I—COPPER BONDS 


Anaconda Copper Secured 6s 
Braden Copper Mines Collateral 6s 
Chile Copper Collateral Conv. 7s 
Chile ~~ Collateral Conv. 6s 
Granby Consolidated Conv. 6s 


Price 
97 


94 
106 
83 
98 








1916, of $20,000,000. The sinking fund 
of at least 344% semi-annually affords 


rapid retirement. The security consists 
of all of the bonds and stock of the 
Braden Copper Company, the corpora- 
tion directly owning the Braden property 
in Chile. The net incomes available for 
interest in 1916 and 1917 were respec- 
tively about seven and about four and 
one-half times the sum required. As 
Braden is still a young property, this 
showing is satisfactory, and the rapid 
decline in the amount of the issue is an 
excellent safeguard. 

Cuire Copper COLLATERAL CON- 
VERTIBLE 7s of 1923 are secured by the 
stock of the Chile Exploration Company, 
which owns and operates the mines 
whose location is indicated by the name 
of the company. They are convertible 
into stock at $25 per share. As the 
market value is now only about 18, the 
privilege has no immediate value, but it 
has good potential value, having resulted 


of these bonds outstanding, or consider- 
ably less than the annual profits of each 
of the last three years. They are con- 
vertible into stock at $100 per share, 
which was exceeded in the market by 20 
points in 1916, though never before or 
since, barring 1910 and previously. The 
privilege is not without possibilities, how- 
ever, and the bonds are excellent as a 
straight investment. 
Financial Changes of the Steel Com- 
panies 

The situation of the steel companies, 
in respect to the condition of their 
treasuries, is much like that of the cop- 
pers. The companies whose issues have 
been selected are merely representative 
and do not embrace a thoroughly com- 
prehensive list. Table II indicates, how- 
ever, the general tendency of the last few 
years. 

These changes have been accompanied 
by reductions in debt by United States 
Steel and Lackawanna Steel. Republic’s 
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debt has changed little, and Bethlehem’s 
alone has had marked increase. 
BETHLEHEM STEEL First EXTENSION 
5s are one of the older, senior issues of 
the present great corporation. About 
$11,000,000 were put out in 1906 and 
1907, chiefly to provide funds with which 
to construct a plant at South Bethlehem. 
The issue is secured by first lien upon 
that portion of the plant and property 
acquired after 1901, and by a second 
lien, subject to only $7,500,000 Purchase 
Money 6s, upon all the remainder. The 
annual sinking fund of $300,000 will have 
cut the issue in half within a few years, 
and the extensive development which 
Bethlehem has undergone has built up 
an equity for the underlying issues, 
which gives them an excellent invest- 
ment status. The 1917 earnings were 
about equal to the outstanding amount 
of the funded debt in 1914, though 
junior securities have since been put out 








holding company and these bonds were 
put out to finance the acquisition of the 
subsidiaries. There are now about $11,- 
750,000 of the issue outstanding. Though 
no regular sinking fund is provided, the 
management has adopted a policy of re- 
tirement which should be just as effec- 
tive. There are also $6,902,500 Con- 
solidated 5s of 1950, which are largely 
subordinate to the First 5s of 1923. 
Lackawanna’s debt is larger than Repub- 
lic’s, though their annual sales parallel 
each other quite closely, and Lacka- 
wanna’s margin of safety for bond in- 
terest has been much the smaller of the 
two. This issue is probably absolutely 
safe, but it is not quite on a plane with 
Republic First 5s. 


Underlying Bonds of the Steel Cor- 
poration 
Intrnoris STEEL DEBENTURE 4%4s are 


TABLE pees Seas — STEEL COMPANIES 


Bethlehem 
Republic 
Lackawanna 
United States 


in considerable quantity. 

Repustic Iron & Street SINKING 
Funp 5s are a clean cut first mortgage 
covering the entire property, subject 
only to $164,000 bonds on some of the 
coal lands owned. As Republic’s assets 
include a number of steel plants, mineral 
lands, coke ovens, railways and lake ves- 
sels, there is a most substantial equity 
for the bonds, whose amount of $14,005,- 
000 compares with a property valuation 
of over $81,000,000. The net working 
capital alone is more than adequate to 
offset the funded debt. The annual 
sinking fund of $250,000 in cash, plus 
2%4% of all bonds issued in excess Of 
$10,000,000, had retired $5,874,000 at the 
time of the last report, and probably 
about $6,375,000 as of this date. 

LacCKAWANNA Steet First Con- 
VERTIBLE 5s are a collateral issue, being 
secured by first lien of stocks of the 
‘greater part of the component proper- 
ties. Lackawanna is to a large extent a 








Corporate Surplus 
1914 1917 
$ 14,559,000 $ 58,514,000 
6,615,000 
5,777,000 
135,204,000 








the only unsecured bond included in this 
article. The amount is but $18,500,000, 
and as the issue is an obligation of an 
important division of the United States 
Steel Corporation, whose guarantee it 
bears, there is not the slightest question 
of their high character. There is no 
sinking fund. Since this, together with 
the three following securities, are all un- 
derlying obligations of the Steel — 
ration, it may be of interest to see what 
degree of protection is afforded them by 
the maximum and minimum incomes of 
the past ten years (000 omitted) : 


1914 
$81,746 


1916 


Total Income 
Interest on Bonds of Sub- 
Cos. 





D ciation, Interest on 
. S. Steel Bonds, etc... 





Net Income 
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INDIANA STEEL First 5s were sold in 
1912, and their proceeds used to repay 
the Steel Corporation for advances made 
in connection with the construction of 
the great Gary plant, upon which they 
are a first lien. They amount to about 
$17,480,000, are guaranteed by the Steel 
Corporation, and have as equity the $20,- 
000,000 stock of the Indiana Steel Com- 
pany, plus the improvements paid for 
out of current income. The sinking fund 
started at 1% in 1916 and has retired 
only a little over $550,000 to date, but 
bonds in the fund are kept alive, and 
the rate increases to 144% in 1922, so 


thus far retired but $315,000 of the 
original issue in 1912 of $10,000,000. 
Bonds in it are held alive. 

TENNESSEE Coat, Iron & RAILROAD 
GENERAL 5s were sold in 1901, when the 
Company was one of the independent 
steel makers, with three plants in Ala- 
bama and one in Tennessee. Subject 
only to about $1,600,000 prior liens upon 
certain portions, the General 5s cover the 
entire property. There are now out- 
standing $11,757,000, as compared with 
the sum of $1,035,000 retired by the 1% 
sinking fund. United States Steel ac- 
quired the Tennessee Coal and Iron 








TABLE III—STEEL BONDS 


Issue 
Bethlehem Steel First Extension 5s 
Republic Iron & Steel Sinking Fund 5s 
Lackawanna Steel First 5s 
Illinois Steel Debenture 4%4s 
Indiana Steel First 5s 
National Tube First 5s 
Tennessee Coal, Iron & Railroad 5s 


Yield 
6.10% 
5.30 
6.00 
5.70 
5.10 
5.05 
5.30 








that it will become an important factor 
in a few years. From the date of issue 
up to 1918, the market quotation reached 
at least 1% points above par, and the 
fluctuations have been very slight. 
NaTIONAL Tuse First 5s are a very 
similar security, being guaranteed by the 
Steel Corporation and secured by a first 
lien on the plant at Lorain, Ohio. The 
sinking fund is also at the rate of 1%, 
but the rate does not increase, and has 


property in 1907 in ‘exchange for $35,- 
407,000 of its Sinking Fund 5s and $632,- 
655 in cash. Since then, about $13,- 
000,000 has been spent for additions and 
betterments. The Company is old, hav- 
ing been chartered in 1860, and is un- 
questionably able to carry the interest 
charges with the greatest ease. Its af- 
filiation with the Steel Corporation is, 
of course, a source of strong additional 
security. 








PROGRESS 


OTWITHSTANDING all diffi- 
culties, the recuperative powers 
of Mexico have always been ef- 

——— fective and quick, as her growing 
wealth showed during the presidency of 
Porfirio Diaz. Through the ownership 
of her entire railroad systems, telegraphs 
and public works, acquired since the 
prior revolution under Diaz, aided by the 
development of the great oil fields and 
mining industries, which are more im- 
portant today than ever before, Mexico’s 
recovery from the revolutionary condi- 
tions existing in 1914-15 is now assured, 
and what is most important, without aid 
of any foreign capital whatsoever. The 


OF MEXICO 


world has been too occupied with the 
great European war to notice the prog- 
ress of Mexico, but that country has fully 
occupied her time in developing her great 
resources and industries to the best ad- 
vantage in order that the income derived 
therefrom may aid as much as possible in 
her recovery. As yet no public announce- 
ment has been made relative to the re- 
suming of the payment of interest on her 
bonds, both Government and railway is- 
sues, as well as the providing for the 
interest already due, but it may be stated 
that this important matter has had care- 
ful official attention —T. W. OsTeRHELD. 
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XI—Factors In the Long Swings of Bond Prices 





By G. C. SELDEN 





N connection with other subjects 

I have necessarily referred sev- 
eral times to the principal factors 
causing changes in the general 
level of bond prices. But in order to 
give an adequate and comprehensive 
view of these various influences and of 
the way in which they combine to pro- 
duce the wide changes in bond prices 
which often appear, it is desirable to 
identify them more carefully and to 
weave them together into a long range 
perspective. 

There are three principal influences 
causing these broad movements of the 
bond market as a whole. All three may 
work in harmony, in which case they 
naturally have the’ most powerful effect, 
or one may be working in opposition to 
the other two, so that to some extent they 
neutralize one another. 

There is also a great difference in the 
length of the swings created by each of 
the three factors, or to be more accurate, 
the length of the swings that would be 
created by any one of them working 
alone. One of them has what might be 
called a “normal cycle” of three or four 
years, another of something like twenty 
years, and the third probably has no 
regular cyclical movement—at least I see 
no reason to think it has. 

The subject does not seem ever to have 
been comprehensively discussed. Ex- 
perienced investors will at once recognize 
the fact that each of the three influences 
is in evidence at one time or another, but 
as to how they interlace or the length of 
time over which each one operates prac- 
tically nothing has been written. 

In considering long periods of time it 
is necessary to deal with average bond 
yields rather than with prices. It will of 
course be understood that the movement 
of prices is exactly opposite to that of 
yields. 4 
The Three Factors in the Long Swings 

(1) Changes in the general level of 
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commodity prices, referred to briefly in 
the last article, which create the longest 
swings in bond yields. 

(2) The Major Trade Cycle, which 
usually covers a period approximating 
twenty years. 

(3) The Minor Cycle, which depends 
on the accumulation and dissipation of 
liquid capital, and generally covers three 
or four years. 

Taking up the first, we have already 
seen that bond yields follow the rise and 
fall of commodity prices in a rather re- 
markable way, usually being a few years 
behind them in making the turns, and 
the reason has also been explained. 

The broad movements of commodity 
prices extend over very long periods. 
The general tendency of English prices, 
for example, was downward from 1809 
to 1896, although there was what might 
be called a prolonged rally from 1850 to 
1873. In the United States prices de- 
clined pretty steadily from 1866 to 1897, 
and advanced from 1897 to 1918 with 
hardly a reaction. 

In general, bond yields fall with fall- 
ing commodity prices and rise with ris- 
ing commodities—but not, however, to 
the same extent; that is, if commodity 
prices double that does not necessarily 
mean that bond yields would double. 
The broad trend is in the same direction 
but it may proceed more slowly or more 
rapidly. 

This is, of course, because bond yields 
are influenced by other factors also. For 
example, everyone is familiar with the 
fact that interest rates in newly settled 
or undeveloped countries or sections are 
higher than in older communities. So 
the gradual settlement and industrial and 
agricultural development of the United 
States has in itself been a potent cause of 
lower bond yields. 

Again, the average yield on our cor- 
poration bonds today is lower than the 
average yield of half a century ago, 
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partly because of the greater solidity and 
trustworthiness of our modern corpora- 
tions. The bonds by which we measure 
yields now are really better bonds than 
those which we have to use in measuring 
the yields of fifty years ago, and this fact 
shows up in the form of lower yields. 

These extremely long-pull factors, to- 
gether with the effects of the Major and 
Minor Cycles mentioned above, prevent 
any exact correspondence between the 
extent of a rise or fall in commodity 
prices and the extent of the almost simul- 
taneous rise or fall in bond yields. But 
the similarity in the trend of the two is 
very marked. 

wae — ee ry 
Influence of the Major Cycle 

Major trade cycles in the United 
States have been divided or marked off 
by the panics of 1857, 1873, 1893 and 
1914. In such panics bond yields rise 
sharply, although temporarily, while in 
the intermediate periods of prosperity 
bond yields fall. In this way a sort of 
secondary swing in bond yields is created 
which is within and subordinate to the 
longer swings caused chiefly by changes 
in the level of commodity prices. 

Owing to the limited number of cor- 
poration bonds and the imperfect records 
available it is impossible to arrive at a 
satisfactory average of bond yields in 
the panic of 1857, but it was doubtless 
8% or higher. In later years the high 
and low points of each cycle were ap- 
proximately as follows: 


1857 ....8.0%(?) 1889 
1864 





After 1914 the colossal expenditures 
of the war overwhelmed the normal 
cyclical movement, so that instead of 
falling as would naturally have been ex- 
pected, bond yields rose to nearly 5.8% 
in 1918—this movement being simul- 
taneous with the doubling of commodity 
prices, also due to the war. 

The effect of the Major Cycle is of 
considerable importance. It will be 
noted, for example, that the average 
bond yield rose from 4% in 1889 to 5.2% 
in 1893, an important change for the 
brief space of four years. Yet at that 


time the broad tendency of commodity 
prices was downward, which tended_to 
influence bond yields toward a lower 
figure rather than a higher, and there 
were no serious wars to unsettle values. 


The Minor Cycle 


Since 1893, at any rate, there has been 
rather plainly visible a minor cycle of 
industrial activity, reflected in stock 
prices and to a less extent in bond yields, 
covering a period of three or four years 
in each case. The years of low prices 
(or high bond yields) have been as fol- 
lows: 1893, 1896, 1900, 1903, 1907, 
1910, 1914. 

In all these. years except 1900 and 1910 
the rise in bond yields is quite plainly 
visible, although much less important 
than the effect of the Major Cycle. The 
year 1900 came in the boom period of 
the Major Cycle, so that the influence 
of the Minor Cycle was to a great ex- 
tent, though not entirely, neutralized. In 
1910 bond yields rose, but they did not 
fall between 1910 and 1914—the in- 
fluence of both the Major Cycle and the 
strong rising trend of commodity prices 
being then opposed to a fall in bond 
yields. 

It should be noted that the three fac- 
tors in bond yields just discussed are the 
principal influences, not by any means the 
only ones. Almost any sort of economic, 
financial, or political development may 
have some influence on bonds. But these 
influences are usually minor, temporary 
and irregular. They can hardly be re- 
duced to the status of principles, while 
these three main factors can be so re- 
duced. 

The investor will find his ideas con- 
siderably clarified, in any examination 
of the trend of bond prices, by keeping 
in mind the varying effects of these three 
influences and observing whether they 
are acting in harmony or in opposition. 

To discuss adequately the entire sub- 
ject of Major and Minor Cycles and 
changes in commodity prices would carry 
us far outside the field covered by these 
articles, but investors should at least have 
in mind the broad principles by which 
bonds are related to the general question 
of business activity and prices. 

(To be continued) 
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A letter enclosing stamped self-addressed envelope will bring you a PERSONAL 
reply to an inquiry on any security in which you are interested. This Investor’s Per- 
sonal Inquiry service is free to yearly subscribers. 


UNITED FRUIT 
Protection in This Issue Ample 

United Fruit dividend of 8% involved a 
payment of $4,000,000 annually in 1918 and 
1917. During these years it allowed the 
company to return to surplus about $25,- 
000,000. Going back two years further, the 
8% dividend only allowed the company to 
return to surplus about $11,500,000. The 
previous payment of 8% in 1914, caused a 
deficit of $660,000. We have quoted round 
figures. What took place in 1914 could 
occur again under adverse conditions, and 
as the directors are conservative, we think 
that the comparatively low dividend rate of 
the past five years is an insurance. 


The bond issues of this company are 
very small, and do not total more than 
about $5 000,000. Stock issues outstanding 
total a trifle over $50,000,000. The surplus 
at last report was around $41,000,000. This 
shows that the company is in an excep- 
tionally strong position, and it is evidently 
the desire of the management to keep it 
so. Stockholders have received many extras 
and privileges during the life of the com- 
pany and perhaps that is not a remote con- 
tingency in the next few years. 


ASSOCIATED DRY GOODS 
Not Well Fortified 


Associated Dry Goods reports earnings 
which are estimated at nearly $9 a share on 
the common stock, but this does not mean 
that dividends are in sight. Preceding the 
common stock is an issue of $20,000,000 6% 
cumulative pfd.,; and $10,000,000 7% cumula- 
tive preferred. These large preferred is- 
sues, both cumulative, indicate how far re- 
moved the common stock of this company 
is from dividends. The earnings record is 
exceedingly irregular as the following 
figures for 1917 and 1916 show: 

On the preferred stock of 1917 and 1916 
the earnings were 11% and 8% mecpoeeeey- 
On the second preferred, 10%4% and 10% 
respectively, on the common, 14% and 
3% respectively. 

We fail to see how the improvement of 
1918 will materialize in dividends on the 
common stock. 


DISTILLERS SECURITIES 
Regarding a Short Sale 

We regret that we must ask you to ex- 
cuse us for refraining to advise on the sub- 
ject of short sales of Distillers, or in fact 
any other stock through the medium of the 
Inquiry Department. This department spe- 
cializes in investment service, and it is against 
our rules to make suggestions in such purely 

speculative commitments as short sales. 


To compensate you for our failure to ad- 
vise you, we enclose the last story on Dis- 
tillers which gives you the investment 
status. It is the writer’s personal opinion 
that Distillers Securities is selling for about 
all it is worth and perhaps more at 
present levels. However, intrinsic value is 
not the only factor that regulates the mar- 
ket price, and we hesitate to forecast the 
intentions of those who are interested in 
creating higher or lower prices for Dis- 
tillers. 


MASON CITY & FORT DODGE IST 4s 
Analysis and Conclusion 


In connection with the offering of Mason 
City & Ft. Dodge Ist 4s, due 1955, submit- 
ted for our opinion, we would advise as fol- 
lows: The description of this issue, which 
you enclosed, omits one very vital factor, 
namely, that the Chicago & Great Western 
undertakes to pay the interest on this issue 
only if it is earned; and payment to the 
bondholders of any amount above that 
earned by the Mason City line is entirely 
optional with the Great Western R. R. This 
point makes it of the greatest importance to 
determine how the earnings of the Mason 
City line compare with its bond interest 
requirements of $480,000 per annum. No 
income account of the Mason City line has 
been published in the Manuals. 

However, we have obtained access to both 
the indenture securing this issue and the 
lease of the Mason City line to the Great 
Western. The lease provides that the Great 
Western shall submit to the trustee—the 
Central Union Trust—a semi-annual state- 
ment of the earnings of the leased line. 
After considerable difficulty we were en- 
abled to examine the statements as submit- 
ted to the trustee. These reports show that 
from 1911 on (as far back as we found it 
necessary to go) the company has regularly 
reported a deficit after interest charges, in 
each of the six-month periods. These re- 
sults are summarized in the table herewith. 
The lease provided that all earnings of the 
Mason City line above interest requirements 
should be regarded as a fund available for 
the payment of interest in future periods, 
even if it should not -have been earned. 
Since the earnings have not heretofore been 
enough to meet earning requirements, there 
was on March, 1918, a deficit of $1,083,000 
to the account of this fund. 

As far as we have been able to learn from 
the lease, the Chicago & Great Western has 
no claim against the Mason City bond- 
holders for interest paid them in excess of 
the earnings of the property. Nevertheless, 
this deficit is important as indicating the 
practical impossibility in the future of any 
benefit accruing to the bonds from this ex- 
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cess earnings fund. It is, of course, possible 
that the earnings statements submitted to 
the trustee have been drawn up so as un- 
duly to favor the Chicago & Great Western 
at the expense of the Mason City line. The 
lease provides that the latter line should be 
credited with 60% of the total receipts from 
joint traffic over both lines. This amount 
was increased from 50% in 1905, and as far 
as we can see, would appear to treat the 
Mason City line fairly enough. The situa- 
tion, therefore, seems to be that the Chi- 
cago & Great Western is voluntarily paying 
the Mason City bondholders more money 
than they can are claim under the lease. 
Evidently the Chicago & Great Western 
has found it advisable to follow this course 
in order to keep control over this line, which 
runs to Omaha. The indenture provides 
that after interest is defaulted the lease can 
be terminated by the Mason City bond- 
holders. 





ae 


MASON CITY & FORT DODGE R. R. 
Income Account 


Total deficit after interest up to March 
31, 1917, $1,083,000. 
Six Months 

Ended 
March, 1918 
September, 1917 
March, 1917 
September, 

March, 1916 
September, 1915 
March, 1915 
September, 1914 
March, 1914 
September, 1913 
March, 1913 
September, 1912 
March, 1912 
September, 1911 
March, 1911 





Deficit After 
Interest Charges 


ee 
$333833s 


>» 
N 











We would point out, however, the danger 
that the Mason City bondholders may 
eventually receive treatment similar to that 
accorded to the Wisconsin, Minneapolis & 
Pacific bonds mentioned in the description 
you sent us. The lease of this property 
also provided that interest should be paid 
only if earned; and in 1912 the Great West- 
ern became tired of making good deficits on 
this line and discontinued interest payments. 
The result was that the bondholders were 
forced to accept new securities for their 
holdings to the extent of 50% in G. W. pre- 
ferred stock and 50% in G. W. bonds. The 
Great Western would be able to repeat this 
performance with the Mason City bond- 
holders any time it should so desire, since, if 
interest were defaulted, the Mason City 
bondholders would be practically helpless; 
as, of course, they could not operate the line 
themselves. This would mean that the 
bondholders would really be forced to ac- 
cept almost any terms that the Great West- 


ern pleased to extend to them. To us, 
therefore, these bonds must be regarded as 
extremely speculative, since the payment of 
their interest appears to depend largely 
upon the pleasure of the Chicago & Great 
Western. We would advise, furthermore, 
that the bonds are today quoted 49 bid, 
offered at 51, with the last sale near 51. 
While we do not know how many bonds 
could be purchased at the latter figure, the 
offering of the large block at 53 does not 
appear particularly cheap. 

Considering that the Great Western’s 
credit is not particularly good, a bond like 
the San Antonio & Aransas Pass Ist 4s, due 
1943, guaranteed by the Southern Pacific 
Company and selling around 66, would 
seem much more attractive. From a purely 
speculative standpoint, the Minneapolis & 
St. Louis Refunding 4s, due 1949, at 46 
would seem as desirable as these Mason 
City & Ft. Dodge 4s. 


AMERICAN BEET SUGAR, PFD. 
Its Possibilities Limited 

American Beet Sugar pfd. is a 6% snon- 
cumulative issue. Therefore the specula- 
tive possibilities are very limited and the 
low price, giving a return of about 7%, is 
not out of line with money conditions. 

There are so many other preferred stocks 
which appear to be more attractive, such as 
Willys-Overland Pfd., which is a 7% cumu- 
lative issue, selling around 87; J. I. Case 
Pfd., a 7% cumulative issue, selling around 
92, and others which are just as strong, that 
there is no particular reason why Beet 
Sugar pfd. should sell very much higher. 

Send along the reports you refer to and 
we will be glad to give the benefit of our 
opinion. Also, if you will mention the other 
securities you hold, we will be glad to do 
our best to assist you. 


KIRBY LUMBER 
A New Issue of Merit 


The Kirby Lumber Company was incor- 
porated in 1901, operates saw mills in 
Houston, Texas, and has contracted to pur- 
chase from the Houston Oil Company 
about 8,000,000,000 feet of timber on con- 
tract. The company also owns 250 miles of 
railroad, together with locomotives, cars, 
etc. It is one of the largest producers of 
yellow pine lumber in the world. 

The contract with the Houston company 
is still running, and is purchasing about 
—- feet per annum at $5 per 8,000 
eet. 

Kirby Lumber has been very prosperous 
in the past two years, and in 1916 showed 
net profits of over $500,000, and in 1917 
over $700,000. The company has not paid 
dividends, even on its preferred stock, since 
1902. ‘Although the shares are likely to sell 
higher during the present move, the 
earnings record were very irregular be- 
tween 1910 and 1915, and we would not re- 
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gard them as an investment until consistent 
earning power under adverse conditions is 
better demonstrated. 


MAXWELL 2nd—WILLY’S-OVERLAND 
Good Long-pull Propositions 

Maxwell Motor 2nd pfd., selling around 
20, also paying no dividends, is only pre- 
ceded by the 7% cumulative preferred stock 
and shows average earnings of about 30%, 
covering a period of three or four years. 
This looks like a good long pull proposition 
around 20. 

Willys-Overland common around 25 ac- 
tually pays $1 in dividends and has a con- 
sistent earning power. We believe you 
should take your profits in the stocks you 
now hold and exchange your shares for 
Willys-Overland common and Maxwell 
Motor 2nd pfd., which we believe it will pay 
you to hold for a period of a year or two. 


NATIONAL FIREPROOFING 
Oil Possibilities Good 

National Fireproofing has been brought 
from the Pittsburgh Stock Exchange to the 
N. Y. Curb, and is now active around 15 to 
16 a share for the preferred. This is due to 
conditions of the local market, principally, 
the prospects for improvement in the com- 
pany’s business during the period of recon- 
struction, also to oil developments. 

The company has holdings in Oklahoma, 
which are being developed, and we under- 
stand that it now has a very good produc- 
tion. You might watch for an opportunity 
to sell your shares during the current move- 
ment, as we believe that it is not unlikely 
that higher prices will be seen. There is a 
good deal of enthusiasm surrounding the 
stock with suggestions of oil possibilities. 
You might be able to liquidate a part of 
your holdings around 20 and a part around 
25. 


AMERICAN DRUGGIST SYNDICATE 
Has Excellent Long-pull Possibilities 
We have gone over the literature of 

American Druggist Syndicate carefully and 
our conclusion is, that on account of the 
activity of the shares on the N. Y. Stock 
Exchange and the probability that a market 
will be made at higher prices in order to 
encourage stockholders to underwrite the 
new plan, the shares will probably sell 
higher. We believe that A. D. S. is a good 
long pull semi-investment if you are pre- 
pared to tie up your money for a few years. 
The business is a growing one, with an 
upward trend in earning power. The shares 
are a long pull semi-investment of a some- 
what speculative character, and meantime 
dividends are likely to be maintained 
around the 8% rate. 


GASTON, WILLIAMS & WIGMORE 
Earnings Well Maintained 

Gaston, Williams & Wigmore is “under- 
stood to be earning its dividend of $4 by 
an excellent margin; it has a very promis- 
ing outlook, due to the known facilities of 
the company for securing foreign business. 
It has excellent backi and a_ strong 
management. Gaston, illiams & Wig- 
more is a peace issue of promise and is now 
selling at about one-half of its former high 
levels. We regard the shares as a very 
attractive semi-investment for a long pull. 


GLENROCK OIL 
New Stock Issue 


Glenrock Oil authorized the issue of 
100,336 shares of additional stock at $3.50 
a share to stockholders of record, January 
20, 1919. _ Stockholders had the right to 
subscribe on or before February 17, 1919, 
for one share for every eight held. 

If you bought and paid for 100 shares of 
Glenrock, January 10, and received your 
broker’s note, you became entitled to the 
rights in spite of the fact that your broker 
delayed registering the stock until January 

You are also entitled to the rights ac- 
cruing on the stock purchased January 17. 

We believe that your broker could be 
held responsible to deliver these rights to 
you and suggest that you take up the matter 
with him. 


Regarding delay in your deliveries, we 
certainly do not think that from three to 
six weeks is necessary for you to get your 


certificates. We believe that you should 
change your broker, choosing one of the 
firms advertising in Tae Macazine or WALI. 
Street. We_ would entrust any of them 
with our own funds or securities. 


WABASH PFD. A AND B 
“A” Stock Has Good Possibilities, “B” 
More Remote 


Wabash Pfd. A has declined largely in 
sympathy with the railroads, ogoueey 
those that have been in doubt regarding the 
Government policy covering dividends. We 
believe that the low price of this stock has 
been seen around 32, and that sooner or 
later some dividend will be declared on this 
preferred stock. It used to be on a 4% 
basis, but is ultimately entitled to 5% and is 
cumulative. 

If the stock should decline to around 31 or 
30, we would suggest that you purchase to 
average, as we feel that it is an excellent long 
pull semi-investment for the patient holder. 

Wabash B has very remote possibilities 
of selling higher, and we suggest a switch 
into Willys-Overland and National Transit, 
an oil stock, and an automobile stock pay- 
ing dividends, giving a good return and in 
a strong position. You would better your 
investment position by making this switch, 
we believe. 





RAILROADS 4ND INDUSTRIALS 
N. Y. Central Under Gov't Control 


Its War Prosperity—Railroad Earnings and Other In- 
come—Investment Status of Bonds and Stock 





By JOHN MORROW 





fect since January 1, 1918, has 

been the loss of the individual 
identity of the country’s transportation 
systems, and their submergence in the 
general plan of arbitrary routing and 
diversion of traffic. Now, however, 
there are indications that a definite time 
limit will be placed upon the present 
form of Government supervision, and it 
seems to be apparent that Congress will 
not take up seriously the possibility of 
outright permanent Government owner- 
ship. Therefore it may not be very long 
before the various systems will again 
stand out, and be judged as to the values 
of their securities by their earning 
power, and by the peculiar features 
which add to or detract from their 
separate positions. Such a development 
would naturally tend to increase specu- 
lative interest in the rail shares, even 
though it be accompanied by closer Fed- 
eral supervision than that which pre- 
vailed prior to January 1, 1918. 
EIEN 


TABLE I—N. Y. CENTRAL’S CAPITAL- 
IZATION 


NE outstanding result of Federal 
O control of the railroads, in ef- 


Equipment Obligations 
Stock 


New York Central is a system extend- 
ing from New York west to Buffalo, 
Cleveland, Detroit, Chicago and St. 
Louis, with lines down into Pittsburg, 
Indianapolis and Cincinnati. All told 
the system, including lines operated and 
controlled, comprises some 14,000 miles 


of lines. Total capitalization is, in round 
figures, $938,000,000, making it almost a 
billion dollar corporation. Table I will 
show the capitalization in detail. 

In 1914 the consolidated company was 
formed, which included the New York 
Central & Hudson River Railroad Co., 
the Lake Shore & Michigan Southern, 
together with eight smaller companies. 


Earnings Record 


Prior to 1915, earnings of the system 
applicable to the stock varied from over 
7% to less than 4% upon the outstand- 
ing shares, but the war prosperity of 
the country in 1915 gave a big boost to 
revenues, and earnings leaped ahead. 
The graph will show the fluctuations in 
per share earnings for several years past. 

The years 1915 and 1916 were the big 
periods, although in 1917 the 5% divi- 
dend was earned about twice, but in that 
year the company found the going in- 
creasingly rough, and shared in the con- 
ditions which culminated in the present 
form of Government control and guar- 
antee of earnings. While 1918 is hardly 
a fair test for any road, it is noteworthy, 
that, taking everything into considera- 
tion, the results attained by the New 
York Central in the twelve months 
ended December 31 last were far from 
disastrous. There was a decrease of 
about 12% in net operating income, 
which in dollars was approximately $6,- 
000,000. Allowing for charges and 
other income, about on the same scale 
as in 1917, it is clear that in 1918 the 
5% dividend was earned with some 
margin to spare, although the excess 
was, naturally, not as great as in the 
three preceding years. 

As the Government guarantee of reve- 
nues is based upon the average earnings 
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for the three years prior to June 30, 
1917, and as during that so-called test 
period, New York Central’s earnings 
were exceptionally large, the compensa- 
tion awarded the system by the Govern- 
ment adequately protects the current 
dividend rate. The compensation of the 
New York Central Railroad Co. proper, 
not including Michigan Central, Big 
Four, Pittsburg & Lake Erie and some 
of the other subsidiaries, is $58,122,084. 
Assuming that other income was about 
on a level with that of 1917, it is esti- 
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mated that this compensation will result 
in a surplus equivalent to about 11% 
upon the outstanding stock of the system. 

New York Central’s gross revenues in 
1918 were over $294,000,000, represent- 
ing an increase of almost 25% over the 
totals of 1917, but that is only one side 
of the story. Expressed in dollars the 
gain amounted to about $56,000,000, but 
operating expenses were $62,000,000 
higher, of which $29,000,000 was repre- 
tented by increased transportation costs, 
an account which includes wages, etc. 
The ratio of transportation costs to 
operating revenues in 1918 was about 


42% compared with a pre-war level of 
approximately 37%. An accompanying 
table will show the gross revenues for 
several years, together with net operating 
revenue, and the operating ratio. Before 
the war the system operated for between 
72 and 76% of gross, but in 1915 and 
1916, before the great increase in ex- 
penses began to overtake the gain in 
revenues, the ratio was usually low for 
the system. In Table III is shown the 
percentage of gross revenues consumed 
by maintenance of way, maintenance of 
equipment and transportation costs, 
which are useful in tracing the trend of 
operating conditions. 


Other Income of the System 


An important feature of New York 
Central’s revenues is other income, 
which -is derived mainly from dividends 
on stocks owned, interest on bonds 
owned, and from joint facilities rents. 
In the seven years to December 31, 1917, 
the average annual other income was 
$17,244,000. This is no inconsiderable 
offset to total fixed charges, which are 
in the neighborhood of $41,000,000, in- 
of leased lines, hire of equipment debit, 
etc. New York Central’s holdings of 
cluding interest on funded debt, rentals 
stocks and bonds in affiliated companies 
and in outside corporations were carried 
at a book value of $233,684,913 as of 
December 31, 1917, and in that year the 
return on the investment was equal to a 
little over $3 a share on the outstanding 
stock of the controlling company. The 
remainder of the other income was from 
rentals of joint facilities, and scattered 
items. The bulk of the investments car- 
ried on the books is made up of securi- 
ties of companies which are really part 
of the New York Central system, but 
there is a large amount of Reading stock 
held by the company. These holdings 
consist of $14,265,000 first preferred, 
$6,000,000 second preferred, and $9,- 
852,000 common. While the average 
annual other income for the past seven 
years has been above $17,000,000, in 
1917 the total was $15,462,000, the loss 
reflecting the changing conditions in the 
rail world, and the inability of sub- 
sidiaries to maintain the former levels 
of profits, 
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Traffic 


The normal trend of traffic was so up- 
set by conditions under which the roads 
operated in 1918 that the totals of vari- 
ous commodities carried, and their pro- 
portion to the whole would not be a 
trustworthy guide. Usually over 50% 
of Central’s total toy tonnage is in 
mines products, over 25% in manufac- 
tures, and the remainder scattered among 
grains, lumber, etc. The proportion of 
manufactured products carried has held 
steadier than that of the other important 
commodities like mines products, and 
products of agriculture. The proprotion 
of mines products carried has shown a 
tendency to increase, while the per- 
centage of agricultural products has been 
falling off. In general it may be said 
that Central must carry a great volume 
of traffic at a comparatively small profit, 
and that the balance left tor stockholders 
is the result of quantity business, 
handled as economically as circum- 
stances will permit. In the past the 
management has shown ability to con- 
trol expenses in keeping with existing 
conditions, but of course, conditions 








TABLE II—N. Y. CENTRAL’S EARN- 
INGS AND OPERATING RATIO 

Gross Net Oper. Oper. 
Dec. 31 Revenues Revenues Ratio 
1914.... $152,351,590 $39,003,168 74.4% 
1915.... 167,912,333 58,517,988 65.1% 
1916.... 201,585,049 71,846,679 64.3% 
1917.... 238,829,799 68,287,671 714% 
1918.... 294,691,313 62,287,608 78.8% 








now prevailing are quite outside the 
control of individual managements. 


Bonds 


Bonds of the New York Central sys- 
tem have been long regarded as sound 
securities, and have largely been pur- 
chased for permanent investment. Issues 
like the Lake Shore first mortgage 314%, 
1997, the New York Central mortgage 
3¥%2%, 1997, are first grade investment 
issues, among others of the system’s sea- 
soned securities. Other sound bonds in- 
clude New York Central-Lake Shore 
collateral 334s, 1998, the Michigan Cen- 
tral collateral 3%4s, 1998, and the New 


York Central debentures 4s of 1934 and 
1942. 

All of these issues make their appeal 
to the conservative investor, but an issue, 
which may be regarded as a business 
man’s investment, and one which has 
some speculative possibilities is the con- 
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vertible debenture 6% bonds due 1935. 
These bonds are convertible into stock 
of the company at 105 up to May l, 
1925, and are selling around par, where 
they yield 6%. The issue is not secured 
by a mortgage, but the general credit 
position of the company, coupled with 
the chance for appreciation in price 
should the stock move up, make an ap- 
peal worth consideration. 

Another bond which is worth while is 
the refunding and improvement 41%4% 
due 2013, which is selling to bring a di- 
rect income return of about 5.30%, and 
a yield, as if held to maturity, slightly 
somewhat better than that. These bonds 
were brought out in 1913, and are part 
of the blanket refunding mortgage of 
the system. The issue is rather far re- 
moved from the property, as it is subject 
to some $486,000,000 prior liens, but 
there is no present reason to class it 
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other than as a good security. There 
are $15,000,000 5% notes maturing in 
September of this year. 

Conclusion 


While New York Central stock has a 
dividend record extending back to 1870, 


EE 
TABLE III—N. Y. CENTRAL’S OPER- 
ATING PERFORMANCE 

Main. Way Main. Equip. Trans. Costs 
1914.... 11.83% 20.71% 35.96% 
1915.... 10.20 18.84 30.90 
1916... 17.85 32.22 
hee 17.24 39.62 
1918.... 20.94 41.77 
— 
its market movements have been wide, as 
the graph will show. One criticism that 
has often been directed against Central’s 
financial structure is the preponderance 
of bonded debt over share capital. The 


9.41 
9.51 
11.50 








balance is far from ideal, and the com- 
paratively small amount of stock as com- 
pared with bonded debt has the effect of 
causing per share earnings to fluctuate 
widely, and thus to affect the market 
position of the stock considerably. 

However, the guaranteed compensa- 
tion of the system protects the current 
dividend, as long as Government control 
in its present form continues, and if any 
market movement is directed at the rails, 
it is to be expected that New York Cen- 
tral stock will participate, and probably 
to a greater extent than most other sim- 
liar issues. This is on the assumption 
that an adequate plan of Government 
regulation or supervision is worked out 
before the roads are turned back to their 
private owners. 


International Paper’s Growing Equities 
Heavy Reduction in Funded Debt—Growth of Working 


Capital—Book Value of Common—aAre 
Common Dividends Near? 





By JAMES SPEED 





sama per share on the preferred and 

: $34.02 on the common stock in 
1917, there is a disposition to regard the 
company as distinctly a “war bride” and 
to look forward to a big decline in earn- 
ngs on the advent of peace and peace 
conditions. 

The writer does not share the views 
in entirety. 

He concedes that International Paper’s 
phenomenal earnings were made pos- 
sible by war conditions, but does not 
hold the opinion that the company’s 


peace prospects are unencouraging. 
Not a War Industry 


The paper business is a peace indus- 
try and not a war industry. Conse- 
quently the stock of International 
Paper is a peace stock and not a war 
stock. 


ECAUSE International Paper 
B) made record earnings of $33.11 
\ 


The fact that the company’s earnings 
increased as they did during war con- 
ditions was not due solely to war condi- 
tions. Owing to its very strong financial 
position, war or no war, the company 
would have been able to show larger 
profits than in former years and would 
have been able to have reduced its fixed 
obligations. 

Up to 1914 the company’s showing 
was not such as to incite enthusiasm. 
Earnings ran as high as 7.3% and as low 
as 2.6% on the preferred stock and divi- 
dend disbursements were such that by 
the beginning of 1917 there had accum- 
ulated 33 1-3% of back dividends on the 
preferred stock. In 1917 a readjustment 
plan was put into operation which pro- 
vided for the refunding of the bonded 
debt and an increase in the preferred 
stock from $25,000,000 to $32,500,000 
solely against the convertible feature of 
the new bonds. The back preferred 
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INT. PAPER’S GROWING EQUITIES 


dividends were paid off as follows: 
7%2% cash, 14% in 6% cumulative pre- 
ferred stock and 12% in common stock. 


‘1918 Earnings 
Although the company has not yet 
reported for 1918, we are able to present 
to our readers an accurate estimate of 
the year’s results, obtained from author- 
itative sources. Earnings were approx- 
imately as follows: 


Preferred Dividends 


Balance for Common 
Per Share on Common 

In 1916 the company earned upwards 
of $21 per share on the common stock 
and $34 per share in 1917, so that in the 
last three years a total of more than $75 
per share has been earned on the junior 
issue and nothing paid out. 


Pre-War Conditions 


One of the reasons for the company’s 
poor showing up to 1914 was the fact 
that there was considerable antagonism 
to the newsprint manufacturers by the 
newspaper publishers throughout the 
country. Having the ear of the public 
the newspapers held a strategical posi- 
tion and were able to influence legislation 
unfavorable to the newsprint industry. 
Under such adverse conditions the In- 
ternational Paper Co. followed the policy 
of keeping its plants in first class con- 
ditions and putting earnings back into 
the property. As a result it was able 
to hold its own with its competitors 
through some trying times—although 
there was little consolation for the com- 
mon stockholders in that. 

Under wat conditions the newsprint 
manufacturers appealed to the Federal 
Trade Commission to be allowed to add 
the increased cost of production to the 
price fixed by the Commission. The de- 
cision being unsatisfactory, an appeal 
was taken to the Board of Arbitrators, 
consisting of judges of the U. S. Circuit 
Court, who rendered a unanimous de- 
cision, granting the industry a reason- 
able profit on capital invested. 

Following this decision the newsprint 


industry again appealed to the Federal 
Trade Commission for permission to in- 
crease the price to above that awarded 
by the Circuit Court arbitrators because 
of a further advance in labor and freight 
rates which had taken place meanwhile. 
In this instance the Trade Commission 
granted a higher award which placed the 
newsprint industry in a strong position 
during the war period. The decision 
rendered was retroactive, so that the 
company was enabled to send out addi- 
tional bills to its customers totaling more 
than $2,000,000. This was equivalent 
to $10 per share on the company’s 200,- 
000 shares of common stock. 


Peace Prospects 


The decisions of the reviewing boards 
allowing the newsprint manufacturing 
companies to earn a reasonable return on 
their investments is bound to have an 
important bearing on the company’s 
operations in peace times. It seems 
probable that it will be a long time, if 
ever, that the industry will see the “cat- 
and-dog” conditions which prevailed in 
the decade preceding the war. 

For one thing the industry has not 
expanded during the war period to meet 
the normal increase in newsprint demand, 
estimated at 10% annually. This was 
one reason why the Government found 
it mecessary to curtail drastically the 
paper consumption during war times. 
Only two or three new paper machines 
were added to productive capacity dur- 
ing the war and for that reason tM®re 
are no prospects for material reductions 
in prices—and hence profits—for some 
time to come. 


Large Asset Values 


The investing public does not realize 
the very considerable asset values behind 
International Paper’s securities. The 
company was incorporated in 1898 as a 
merger of nineteen paper companies and 
since that time has acquired practically 
the entire capital stock of eleven addi- 
tional companies. It operates sixteen 
mills in the United States with an aggre- 
gate capacity of 500,000 tons annually, 
producing both newsprint and higher 
grade papers. The property owned in 
fee by the company comprises manufac- 
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turing plants and water powers situated 
in New York, New Hampshire, Ver- 
mont, Massachusetts and Maine. The 
company owns in fee about 1,200,000 
acres of spruce woodlands and has Gov- 
ernment license to cut timber on about 
2,800,000 acres of woodlands in Canada. 
In its water powers the company pos- 
sesses great potential assets. It is esti- 
mated that in New Hampshire alone 
there is water power available capable of 
150,000 h. p., which one day will be a 
source of considerable revenue. The 
company’s holdings of timber lands and 
water powers alone is estimated by an 
officer of the company to more than equal 
the par value of its stocks and bonds and 
these holdings cannot be duplicated. 


Liberal Writings Off 


In the statement of President Dodge 
to the stockholders at the last annual 
meeting appeared the following signifi- 
cant remarks: 


“It will be observed that the net 
earnings for the year, applicable for 
dividends, were $8,180,000, a fair 
but moderate return on the very 
large capital involved in the conduct 
of the hedeileond capital of over 
$75,000,000 actually invested in 
properties of steadily enhancing 
value, which represents a lower 
capitalization per ton per day of its 
producing capacity than almost any 
large paper company on the conti- 

nent.” 


In connection with the statement of 
Mr. Dodge in regard to “enhancing 
value” it is of interest to note that in 
1911 the company’s plants were carried 
on the books at $45,126,408, while on 
March 31, 1918, they were carried at but 
$38,927,885, representing a decrease of 
$6,198,523 or about 13%, or an annual 
average reduction of more than $1,000,- 
000. In the same period the woodlands 
account showed a total reduction of 
$552,000 or 16%. In addition to the 
above writings off there was deducted 
from earnings for depreciation the total 
of $7,787,000, or an annual average of 
$1,274,000. In the four years 1912-1915 
approximately 43% of the total operating 
income was written off in depreciation. 


How the company has strengthened 
its working capital position in the last 
six years is indicated in the following 
table: ; 

Net Working 
Capital 


10,137,011 
14,545,135 
15,443,311 
During the six year period current as- 
sets advanced from $11,312,777 to $20,- 
408,868, while current liabilities declined 
from $5,978,120 to $4,965,557, making 
a net gain in working capital of upwards 
of $10,000,000 or 189%. 


Reduction in Bonded Indebtedness 


Nor has the company failed to take ad- 
vantages of favoring breezes to effect 
substantial reductions in bonded indebt- 
edness. At the end of 1911 the total was 
approximately $16,500,000, while at the 
end of 1917 it stood at approximately 
$12,000,000, a reduction of about $4,500,- 
000. During the first four months of 
1918 the company further retired bonds 
bringing the total outstanding to $7,- 
494,000 and making the total reduction 
since 1911 nearly $9,000,000 or an an- 
nual average of approximately $1,435,- 


In the 1917 statement the company 
wrote off $7,506,000 from its surplus 
against the payment of the back pre- 
ferred dividends. This dividend pay- 
ment figured as follows: 

Cash 734% 


Pfd. Stock 14%, par 
Com. Stock 12%, par 


Thus it will be seen that the company 
actually paid out in cash less than $2,- 
000,000 on a total of $7,500,000 of back 


dividends owed to shareholders. 


Book Values of Common 


At the end of March, 1918, the com- 
pany showed on its balance sheet total 
assets of $77,549,000 or a balance ap- 
plicable to both classes of stock, after all 
deductions, of $60,153,000. Deducting 
the par value of the preferred left $35,- 
444,000 for the common or the equivalent 
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of $178 per share. If it be assumed that 
the common originally represer.ted in- 
tangibles—i. e. “water”’—there would 
still remain $78 for the common after 
deducting the par value of the common 
stock from the balance of assets after 
deducting the preferred. Adding the $20 
earned on the junior issue last year 
would give the common a present book 
value of $98 per share. 


Position of Bonds and Stocks 


International Paper has two classes of 
bonds outstanding, the consolidated 
mortgage convertible 5s due January 1, 
1935, of which only $769,000 are out- 
standing, and the first and refunding 
sinking fund convertible “As,” of which 
$6,423,000 are outstanding, due 1947. 
The first issue, which is a prior lien, had 
a convertible feature (into preferred 
stock at par) which expired July 1, 1916. 
The Series “A” bonds are convertible 
into preferred stock, par for par, at any 
time from July 1, 1919 to and including 
July 1, 1922. At 101 the prior liens yield 
4.9%, while at 92 the “A” bonds yield 
5.4%. The security on both issues is so 
ample that the priority position of the 
senior issue does not, in the writer’s esti- 
mation, make up for the difference in 
price and yield and the lack of a con- 
vertible privilege as compared with the 
“A” bonds. 

At 67 the preferred stock is undoubt- 
edly cheap for its dividend appears to 
be well buttressed and at that price the 
stock yields 8.9%. 

The common offers interesting possi- 
bilities, but at 47 for the stock the ques- 
tion may well arise as to whether or not 
the price has not discounted fairly well 
the improvement in the company’s status 
—at least for the time being. As has 
been pointed out in this discussion, the 
company is now in a very strongly in- 
trenched finaficial position and its pros- 
pects for a continuance of good earnings 
are excellent. 

It would appear, then, that before long 


there should be no reason for not initiat- 
ing dividends on the common stock. The 
policy of the company appears to be to 
place it in such a strong position that 
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when common dividends are commenced 
they can be maintained in bad times as 
well as good, and in the writer’s judg- 
ment that time is not far distant. Int. 
Paper common is a stock to be picked up 
on reactions. 
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Position of Corn Products 


Can the Company Maintain Its Present Rate of Earnings? 
—Immediate Outlook—Position of Securities 





By N. C. 


KAMPF. 





HE successful fighting of the 
great war depended on the 
supply of food, ammunition 
and clothing. The corn prod- 

ucts industry contributed to a very 

important extent to each one of these 
items. 

During the progress of the war 
there developed a great shortage of 
sugar, wheat, flour, and edible fats. 
Corn syrup and corn sugar are the 
only important alternatives for cane 
and beet*sugar. Corn starch is by far 
the best product for a mixture with 
wheat flour in the manufacture of 
——————— 


TABLE I—FUNDED DEBT OF CORN 
PRODUCTS REFINING o 
ut- 


Author- 
i standing 
$734,000 


10,000,000 5,187,000 


ized 
Corn Prod. Deb. 5s, 1931 $2,843,000 


Corn Prod. ist Mort. 
5s, 


9 
N. Y. Glucose 1st Mort. 
1926 


Products) 





Total $15,343,000 $6,829,800 
National Starch Co. 
Deb. 5s, 1930 (Guar- 
anteed by Corn 
Prod. Refining Co.). 


*$1,847,500 in Corn Product’s treasury. 


5,281,000 *5,168,000 


bread and corn oil is the premier 
edible oil, superior to lard in cooking 
and the equal of olive oil for salads. 
Approximately 750,000 tons of corn 
syrup and corn sugar in the year 1918 
largely nullified the shortage in the 
sugar supply, satisfying the human 
craving for sweets which is greatly 
intensified by the nation’s increased 
output of physical energy, and enabled 
eur people to save a large part of the 
fruit crop by preserving, which other- 
wise was impossible. More than a 
million barrels of corn starch entered 
into the production of palatable bread, 
and fifty million pounds of corn oil 


left unnoticed the lack of olive oil and 
permitted the millions of our civilian 
population to avail themselves of 
palatable and nutritious salads, which 
formed an increased part of our na- 
tional diet, releasing to a larger de- 
gree the non-perishable articles for 
shipment to Europe. 

The manufacture of all cotton tex- 
tiles is dependent on the use of par- 
ticular varieties of starch, manufac- 
tured for our great textile industry. 

High explosives were made -by the 
nitration of starch. 

Two million tons of American corn 
found their way through the factories 
of the corn products industry into the 
food, clothing and ammunition used 
by the American fighting men in 
France, and into the food and clothing 
for the men in this country who stood 
back of the fighting men. 

Naturally, the war’s end is going to 
bring a decline in the demand for corn 
products, in the channels mentioned. 
Also corn products will no longer be 
required to the same extent as during 
wartime. : 

Will the Corn Products Company be 
able to maintain or approximate its 
present rate of earnings? With the 
reduction of prices will the company 
be able to inaugurate a dividend on the 
common stock and maintain it? Should 
the investor buy it now, or should he 
await a more opportune moment? 

In order to establish a more efficient 
method of handling glucose, starch, 
and other corn products in the United 
States, Corn Products Refining was in- 
corporated February 6, 1906, under the 
laws of New Jersey, with a capitaliza- 
tion of $80,000,000 divided into $30,- 
000,000 7% cumulative preferred and 
$50,000,000 common stock of which 
there are $29,826,867 and $49,777,333 
respectively outstanding, for the pur- 
pose of acquiring the capital stock of 
Corn Products Ceneaie, New York 
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Glucose Company, Warner Sugar Re- 
fining Company, St. Louis Syrup & 
Preserving Company, and the Cereal 
Sugar Company. f the $27,455,740 
preferred and $49,340,505 common 
stock issued by the various companies 
mentioned $23,276,815 and $47,216,457 
respectively was acquired by the Corn 
Products Refining Company. The ma- 
jority of the stock of the Glucose 
Sugar Refining Company, National 
Starch Company and several other or- 
ganizations are also owned by Corn 
Products. In 1910 the Novelty Candy 
Company was acquired. 


The company’s business is the manu- 
facture of Corn Syrups (Glucose) Corn 
Sugars, Corn Starches, Corn Feeds, Table 
Syrups and Corn Oils. The housewife 
finds ample use for Kingsford’s Corn 
Starch, Karo Syrup, Argo Starch and 
Mazola,an oil preparation, used for short- 
ening and frying, all of which increase 
the earnings of Corn Products. Though 
the company has many products which 
would be considered of primary use in 
manufacturing and household needs, 
Corn Products deals extensively in 
“substitutes.” The deficiencies created 
by abnormal demands during the war 
directed attention to the substitutes 
manufactured by the company, which 
have come to stay. This is particularly 
true of sugar, the high cost and re- 
striction of which under Federal Food 
Administration caused a demand for 
corn syrup, of which the company pro- 
duces 300,000,000 fbs annually. rn 
syrup was used extensively for cook- 
ing as well as table purposes in com- 
petition with molasses and other liquid 
sweets. 

The scarcity of food products also 
created a demand for Corn Products 
substitutes. Manufacturers used Dex- 
trine and corn made starch in lieu of 
potato starch which commanded a 
fancy price. 


Corn oil has been so popularized 
that it will to a large extent take the 
place of lard,. butter and other cook- 
ing and edible oils and fats. This corn 
oil was originally planned to be used 
in competition with cotton oil and other 
vegetable oil, but it has been so refined 


that its use is almost entirely confined to 
household purposes. 
Reasons for Consolidation 


The separate companies, which later 
were merged into Corn Products Re- 
fining, showed inconsistent earnings. 
For the most part, they were unsuc- 
cessful undertakings. The combina- 
tion of these various glucose and 
starch manufacturers was attempted 
for the purpose of amalgamating many 
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profitless companies into one, which 
would derive the benefit of unified con- 
trol. This was brought about by an 
interchange of stock, and the capitali- 
zation was somewhat too liberal for 
demonstrated earning power. Though 
the company has earned its preferred 
dividend requirements since incorpora- 
tion, it paid its full 7% only once be- 
fore 1916. This was 1907. But 5% 
or thereabouts was paid from 1908 to 
1915 inclusive, the remaining 2% not 
paid, during each year, being used for 
the retirement of bonds, for working 
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capital, and the like. As a result 19- 
1-6% in dividends were accumulated 
on the preferred. These were paid 
during 1917. 

The company has a funded indebted- 
ness of $6,829,000 (originally au- 
thorized $15,343,000). By referring to 
Table I, the division of this in- 
debtedness can be seen. Corn Products 
has pursued the policy of reducing’its 
bonded debt to advantage. The effect 
of this is that in 1911 interest require- 
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ments were $373,707 and in 1916, $255,- 
608. Corn Products also guarantees 
the 5% debentures of the National 
Starch Company of which there are 
outstanding $5,168,000 of these, Corn 
Products has $1,847,500 in the treas- 


ury. 
“Table II shows comparatively the in- 
creases in the company’s income ac- 


count and balance sheet. An interest- 
ing point is the fact that the ratio of 
net profits to operating profits has con- 
tinually been | Aare In 1909 the 


ratio was 82.80% and in 1917, it was 
65.60%. 

It is apparent from the table that 
Corn Products has undergone a re- 
markable change in recent years. It 
has grown in commercial importance 
as well as financial strength. From 
the comparative figures, it can be de- 
duced that the foundation for improve- 
ment was laid before the outbreak of 
the war. The world’s struggle has un- 
doubtedly benefited the company in 
many ways, but the basis for a pro- 
fitable business during peace is innate 
in the industry and in the company it- 
self. 

When prices come down in any in- 
dustry it is the almost invariable rule 
that the margin of profit also shrinks, 
in a ratio which is in inverse propor- 
tion to the increase in the margin of 
profit during the preceding period of 
rising prices. The prices of corn prod- 
ucts were during the war inflated 
enormously. Competition and tempor- 
ary overproduction, together with the 
necessity for a general readjustment 
in the industry to the new set of con- 
ditions, will almost certainly bring 
about a reaction. 

One of the most important factors 
in reducing the margin of profit at a 
rapid rate will be the shrinkage in 
value of inventories of raw materials 
as well as finished goods. 

True, a rebound from such a depres- 
sion in the country’s business and 
profits may be expected to follow, but 
we cannot ignore the probable effect 
of the reaction on the market for the 
company’s securities meanwhile. 

The most important achievement has 
undoubtedly been the payment of all 
back dividends on the preferred stock. 
These had to be wiped out before the 
common could participate in profits. 
Second, the company has been buying 
its bonds in the open market at a 
discount. This move will reduce in- 
terest charges ahead of dividends and 
remove prior claims on assets, but in 
the matter of interest charge reduc- 
tion it would be of only slight ad- 
vantage to the common stock even if 
the entire outstanding funded debt of 
the Corn Products Co. proper, amount- 
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ing to about $7,000,000, were wiped 
out, since the annual interest charges 
represent less than 1% of the common 
stock. Cash on December 31, 1917, 
equaled only $1,071,868, an actual de- 
crease of nearly $1,500,000, as com- 
pared with the end of 1915. 


Unfavorable Factors 


Reverting now to the unfavorable 
features, we find that the company’s 
burden of capitalization has been a 
heavy disadvantage since the organi- 
zation of the present company in 1906. 

While the capitalization of the Re- 
fining Company is large, it was re- 
duced in 1906 by its predecessor, the 
Corn Products Company (whose capi- 
tal also was $80,000,000) accepting 
from the Refining Co., two shares for 
three. Undoubtedly the property of 
the company is of very much greater 
value by the building of the great 
plant at Argo, Ill., and the remodeling 
of the plants at Pekin, Ill., Granite 
City, Ill., Edgewater, N. J. This, with 
a reduction of the bonds, has given an 
asset value to the common stock, 
which it previously did not possess, 
equal to about twenty-eight dollars per 
share. 

In short, the company was originally 


TABLE II—COMPARATIVE STATIS- 
TICS SHOWING INCREASES AND 
DECREASES IN INCOME ACCOUNT 
AND BALANCE SHEET. 

1913 1917 

Operating Profits... . $3,579,668 $16,852,793 


Interest on Bonds, 
Taxes & Insurance. 


631,089 
Depreciation 


489,925 
2,050,676 
536,268 


22,391,448 
1,941,520 
16,671,264 
65.50% 


7,015,771 
Current Liabilities.... 1,121,268 
Workin, i 


capitalized on the basis of too much 
preferred stock, not to mention the 
approximately $50,000,000 common 
which was at that time represented by 
nothing more tangible than good will. 
Up to the end of 1917, the company 
had just about succeeded in squeezing 
the water out of its preferred stock. 

On the basis of our previous as- 


sumption as to a reductidm in volume 
of business margin of ptofits, and im 
light of what the compahy7was able 
to accomplish under normal €ehditions ‘» 
before the war, suppose we as 
that operating profits, (four times the 
pre-war average), are reduced by 50% 
or to $7,000,000. They would then be 
double the pre-war average of $3,500,- 
000. On this basis the following com- 
parison suggests itself: 
Pre-War 

Estimate of Average 

Peace Earnings Earnings 

and Charges and Charges 
Sepeesiallion 


Interest and Taxes... 300,000 





Net income 
Other Income 


Total Net Income. .$5,950,000 
Pref. Div Requirm’ts.. 2,087,883 


Surplus for common . $3,862,117 
Per cent on pref 19.95% 
Per cent on common.. 7.75% 


Such estimated results would be very 
encouraging but are scarcely probable. 
Even should the company realize the 
above estimated earnings it is improb- 
able that more than three dollars or 
four dollars would be paid in dividends 
and with that rate of return, the stock 
is now Selling high enough. 

The Government suit instituted in 
March, 1913, under the Sherman Anti- 
Trust Act, was decided against the 
company by the United States Cir- 
cuit Court at New York on June 24, 
1916. The Court held that the com- 
me controlled more than 60% of the 

usiness and commerce of the country 
in glucose and starch (this percentage 
has been reversed by competition) and 
therefore formed a partial monop- 
oly. The decree was entered ordering 
the dissolution and at the same time 
the Federal Trade Commission was di- 
rected to frame the terms of dissolu- 
tion. An appeal was taken from the 
decision. 

It is claimed, and was testified in the 
company’s suit by its largest com- 
petitors, that the future not only of 
the Refining Co. but of the industry as 
a whole would depend on how the suit 
is decided by the Supreme Court; that 
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if the Refining Co. is broken up into 
several companies the conditions that 
existed previous to the reorganization 
are likely to recur. No profits were 
then made because of overproduction, 
and with the present greatly increased 
manufacturing capacity, this must 
again occur, for it is conceded that 
smaller units could not possibly retain 
the present large foreign business. 
The smaller units would not have the 
capital and organizations needed to 
compete with the large corn refiners 
of Europe. 


In some quarters it has been urged that 
if the company had to dissolve, the busi- 
ness of its subsidiaries would flourish 
even more, with a resultant profit to 
shareholders similar to that realized by 
Standard Oil and American Tobacco 
stockholders after the disintegration of 
those “trusts.” But there is room for 
considerable doubt on this question. The 
subsidiaries of the Corn Products Co., 
with their legacy of over-capitalization, 
would be in an entirely different position 
from the Standard Oil or Tobacco com- 
panies. These companies had large cash 
assets with which they were able to very 
substantially capitalize the smaller units. 
Subsidiaries of the C. P. R. Co. in this 
respect would be entirely different—the 
new stock owners would undoubtedly be 
called upon, to some extent, for capital. 
Judge Hand, in his opinion, states that 
over-production that would follow such 
a dissolution would probably eliminate 
some of the units. It would be the sur- 
vival of the strongest as represented both 
by finances and management. 

The war has shown the necessity of 
concentration and it is the belief of THE 
MaGaZINE OF WALL Street that no such 
dissolution as ordered by the lower court 
will be confirmed by the Supreme Court. 
This belief is based on two facts. First, 


Solicitor General Davis stated that “no- 


actions were taken in the dissolution suits 
because the Government wants co-op- 
eration from the business interests of the 
country.” 

The second important factor was 
briefly stated in the November 23, 1918, 
issue of THe MacazinE oF WALL 
Street: “In the corresponding period 
of the cycle which rose out of the de- 
pression of 1893-4, the conspicuous fea- 


ture of our great prosperity was the 
welding together of the industrial struc- 
ture into larger units—‘trusts,’ as they 
were called. They were then entirely 
under private management, and those 
managements in some instances abused 
their opportunities. The beneficial re- 
sults, even so, outweighed the evils, but 
the evils were most conspicuous. 

“The result was the resuscitation of 
the comatose Sherman law and an effort 
—more or less conscientious—to un- 
scramble the omelette. Perhaps the ex- 
periment was necessary, but it was pain- 
ful and in many respects injurious. 

“Today we do not hesitate to say that 
the Sherman law is dead. Just what 
form its obsequies may take we do not 
undertake to predict; but the lesson of 
the Great War has been the necessity of 
organization on a great scale, and that 
lesson will not be forgotten.” 

However, the over-hanging dissolution 
suit is a factor against dividend payments 
on the common stock, in spite of its pres- 
ent large earning capacity. 

Conclusion 

The Debenture 5s due November, 
1931, selling at par yield 5%. The First 
Mortgage 5s due 1934 yield 4.95% on 
the price. At these levels the bonds offer 
no attractive possibilities as there are 
better opportunities available among the 
many attractive bonds of a gilt edge 
character, which would seem to offer 
better opportunities for the patient in- 
vestor. 

It is evident that the preferred stock 
has entered the speculative investment 
class. As compared to the 7% preferred 
dividend, the company earned 7.05% in 
1911, 10.62% in 1915, and 38.05% in 
1917. Conservation on the part of the 
management during the years of growth 
allowed the company to pay off its ac- 
cumulated preferred dividends easily in 
1917. In all probability the 7% dividend 
rate will be maintained in the future. 

At current prices the common stock 
does not appear attractive. The pros- 
pective investor may well await further 
developments before committing himself. 
Judging from the present outlook, some- 
what lower prices are not improbable. On 
any considerable decline the position of 
the company should again be examined 
in the light of later events. 





Four Motors in the Financial Limelight 


Studebaker—Willys-Overland—Maxwell—Chandler— 
Their Status, Earnings and Prospects 





By H. S. 
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HE motor manufacturers of 

the country by February 15 

were well on their way to nor- 
: mal peace operations. Since 
the eventful day of November 11, 
which marked ‘the culmination of 
their efforts toward supporting the 
Government in the prosecution of the 
war, automobile men have been travel- 
ing “on high” in their efforts to wind 
up Government contracts and clear 
their plants for the manufacture of 
passenger cars. 

The position of the motor car mak- 
ers was different from that of certain 
other leading industries. There was 
no accumulated stock of their product. 
In 1918 output of passenger automo- 
biles was 926,000, compared with $1,- 
740,000 in 1917. There was a pent-up 
demand for automobiles, and the task 
of the manufacturers was to get back 
again into quantity production as rap- 
idly as possible after having devoted 
from 80% to 100% of their facilities 
to Government war work. 

The Government co-operated with 
the companies, and the middle of Feb- 
ruary may be said to have seen the in- 
dustry as a whole fairly started again 
along the accustomed lines of manu- 
facture. It will be three to four months 
more before production reaches the 
desired quantity, but the way is now 
clear. 

The manufacture of trucks in- 
creased during the war period, 1918 
bringing up a new high record, with 
an output of 227,000 trucks, compared 
with 128,000 in 1917. While the truck 
end of the motor industry has thus 
shown continued growth, even during 
the war period, it must be borne in 
mind that the American motor in- 
dustry has always been, and is still, de- 
pendent on the passenger car for its 
greatest success and profits. The 
wholesale value of the trucks sold, even 
in 1918, was only somewhat over one- 


half of the value of the passenger car 
output, notwithstanding that the war 
brought the former to record propor- 
tions and reduced the latter to the 
smallest total since 1914-15. In 1917, 
a more normal year, passenger car 
output was valued at almost five times 
as much as the truck manufacture, 
and there is no doubt but that the 
profits from the former department 
were much more than five times as 
great as from the manufacture of 
trucks. 

Truck manufacturing facilities have 
not only been left undisturbed during 
the war period, but have been develop- 
ed to a remarkable degree. On the 
other hand, the plants devoted prior 
to the war to making passenger cars, 
had been adopted in 1917, and 
especially in 1918, to the manufacture 
of guns, mine anchors, depth-bombs, 
helmets, field-kitchens, aeroplane mo- 
tors, shells, artillery tractors, tanks 
and other war materials. Time and 
concentrated effort have been needed 
to change back again to passenger car 
manufacture. 

Sales departments of the motor com- 
panies feel exceedingly optimistic as 
to the demand for automobiles this 
year, and while they are proverbially 
and by nature always hopeful, there 
seems at the present time to be ground 
for at least a conservative optimism 
oa their part. 

Output of automobiles in T9918 was 
only 53% that of 1917. With the war 
cver, a substantial buying power will 
be released, which for patriotic rea- 
sons, was held in check. This added 
to the normal peace demand of the 
country for motor transportation, 
should give the industry a satisfactory 
market for its product this year. As 
of January 1, there were registered 
throughout the country 5,945,000 mo- 
tor vehicles, of which not over 480,000 
were trucks, so that almost 5,500,000 
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passenger automobiles are in use in 
the United States, only 926,000 of 
which were made last year. If the 
normal life of a car is assumed at five 
years, there is thus a renewal demand 
of at least 1,100,000 cars annually. 
The new buying power, due to the un- 
satisfied demand of the country, the 
buying power due to the normal 
growth in population, and the buying 
power due to the demand from foreign 
countries, are all in addition to the re- 
newal demand. 

It is improbable that automobile 
output in 1919 will reach the 1,740,000 
level of 1917. An early-season esti- 
mate of about 1,500,000 for the year 
may be hazarded, which would assure 
to the industry a successful and pros- 
perous 1919. 


Studebaker Corporation 
Studebaker Corporation reached the 
peak of its passenger car output in 
1916, with a production of 65,885 cars. 
This company has a long and enviable 


record of nationally-known vehicle 
production through its predecessor 
companies, dating back to the Civil 
war. It naturally caught step with 
the automobile development early this 
century, and by 1916 was surpassed in 
the number of cars produced by only 
the Ford, Willys-Overland, neral 
Motors and Chevrolet companies. 
The entrance of the United States 
into the war marked a decided falling 
off in the demand for automobiles and 
Studebaker suffered severely in the 
second quarter. of 1917. The year’s 
roduction declined to 45,000 cars, fol- 
owed by 20,000 in 1918, as the com- 
pany turned its facilities to Govern- 
ment contracts for war materials. 
Announcement was made early in 
January last, that all Government work 
was cancelled, including the chassis 
order with Great Britain, daily output 
of passenger cars recently reached the 
100 mark, and the schedule for March 
is said to be 150 cars a day. The man- 
agement plans an output in 1919 of 
about 40,000 cars, or twice the pro- 
duction in 1918, and almost back to 
the 1917 level. 
The war period has witnessed the 


perfection by the company’s engineer- 
ing department of its new model, and 
this is a new point of strength for the 
company. Even staunch friends of 
Studebaker have been somewhat dis- 
appointed in the past in the car, and 
the models which the company now 
have, represent a decided improvement. 


‘Plans of the management for the 
future are indicated by the decision 
to complete the new works at South 
Bend this year to permit a production 
capacity of 100,000 cars, making total 
capacity of the company when com- 
pleted, of about 160,000 cars a year. 

The financing of the new plant, as 
well as retirement of existing bank 
loans, was accomplished by the issue 
in December of $15,000, serial 7% 
notes, making the capitalization of the 
company as it begins its after-the-war 
development: $15,000,000 notes, $10,- 
965,000 7% cumulative preferred stock, 
and $30,000,000 common stock paying 
dividends of 4%. 

In the nine months, ended Sep- 
tember 30, 1918, the company earned, 
after taxes, $3,212,470, which after al- 
lowing proportionate preferred divi- 
dends, was equal to just under 9% on 
the $30,000,000 common stock. Even 
assuming the most liberal charge-offs 
at the year end to provide against 
shrinkage in inventories, it is practi- 
cally assured that 1918, with all its 
interference by war work with normal 
business, will show an improvement 
over the 9.1% earnings on the common 
stock of 1917. The years 1916 and 
1915 were the banner years for Stude- 
baker, with final surplus of 26.1% and 
27.4% respectively, on the junior is- 
sue. Those years were favored by an 
expanding passenger car output and 
by very profitable (especially 1915) 
contracts with European belligerents. 

Unless all signs fail, 1919 should sur- 
pass 1918 in profits. Normal opera- 
tions will be resumed for the first time 
since 1916. The company will have 
the benefit of an expanding produc- 
tion, which should mean profitable 
operations. The unwieldly floating 
debt, which has been a “bugaboo” of 
the executives since the second quarter 
of 1917, has been provided for by the 
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recent note issue. The dividend since 
the summer of 1917 has been at the 
4% rate, having been cut at that time 
from 10%. With a continuation of 
the present prospects in the automo- 
bile industry, no difficulty should be 
experienced by the Studebaker Cor- 
poration in maintaining the ratio of 
134 between current assets and cur- 
rent liabilities, including in the latter 
the note issue, and no difficulty in 
maintaining the 4% dividend on the 
common stock. 

While misgivings have been plenti- 
ful in the past six months in regard to 
Studebaker, it does look now as thoug! 
the statement may be made that the 
next change in the Studebaker com- 
mon dividend (whenever it comes) will 
be toward a higher rate and not a 
lower one. 


Willys-Overland Co. 


The closing of the war finds the 
Willys-Overland Co. in two new 
branches of industrial endeavor com- 
pared with its. pre-war operations, 
namely, the aeroplane and farm tractor 
business. The 1917 year marked the en- 
trance of the big Toledo automobile 
company into the Curtiss Aeroplane 
& Motor Corp., primarily a war busi- 
ness, and 1918 witnessed the entrance 
of the Willys Company into the other 
extreme, the -peaceful farm tractor 
business, through the Moline Plow Co. 


Thus, the present Willys-Overland 
Co. has three strings to its bow: auto- 
mobiles, aeroplanes and tractors. 

The Curtiss Aeroplane & Motor 
Corp. was acquired in August, 1917, 
through the sale of $3,475,000 7% 
preferred stock and $1,600,000 6% 
notes. The plant of the aeroplane 
company was increased many fold to 
prepare for the fulfillment of Govern- 
ment orders on a large scale. The 
sudden ending of the war, of course, 
reduced operations sharply, and much 
of the facilities provided will be sold. 
This does not mean the ending of the 
aeroplane business, however, as the 
company will continue to build aero- 
planes for commercial and Govern- 
ment use, but, of course, it will be 
many years before the Curtiss opera- 
tions will yield any substantial part of 


the total Willys-Overland net profits. 
The farm tractor business will un- 
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doubtedly prove an important depart- 
ment of the Willys activities in the 
next few years. The “Big Three” of 
the motor industry, Ford, General Mo- 
tors and Willys-Overland, are now 
committed in a large way to the motor 
farm tractor, and important develop- 
ments are expected this year. 

Willys-Overland Co. acquired the Mo- 
line Plow Co. for its tractor company 
in September, 1918. There was issued 
for 82% of the $10,000,000 Moline Plow 
common stock $6,376,800 Willys-Over- 
land preferred, $3,105,900 Electric 
Auto-Lite preferred, and $1,649,200 
Curtiss Aeroplane & Motor preferred. 

The Moline Plow Co. is now turning 
out 60-70 tractors a day, and a daily 
output of 125 is planned as soon as the 
necessary flow of raw materials can 
be arranged. A production of about 
25,000 is projected for 1919. This phase 
of Willys-Overland operations seems 
bound to develop to important pro- 
portions. , 

The big plants of the Willys-Over- 


land Co. proper, at Toledo, Elmira and 
Pontiac, are expected to be back to a 
100% passenger car production by 
early Spring after many months of 
production of gun carriages, shells, 
Liberty motors and other war ma- 


terials for the Government. The car- 
ing for $80,000,000 of war work re- 
duced passenger car shipments in 
1918 to 82,000 cars, compared with 
142,000 in 1916, the last normal year. 

Daily production now is reported at 
about 300 cars, and it is hoped 1919 
will return a total close to the 1916 
figure. 

The low-priced model will be placed 
in quantity production by Spring and 
an ultimate output of 1,000 a day is 
known to be the plan of John N. 
Willys. This model, which was 
evolved before the United States en- 
tered the war, had to be held up on ac- 
count of the war work. It is expected 
to market for about $600. 

Willys-Overland Co. earned $5.74 a 
share on its cemmon stock in 1917. 
While official figures are not avail- 
able as yet, it is expected that 1918, on 
account of the interference by war 
work with normal operations, will not 


show as large earning power. The 
present dividend rate is $1 a share on 
the $39,416,285 common stock out- 
standing. The par value is $25 per 
share. 

Willys-Overland has a large physical 
equipment and if the demand warrants 
a big output of its product (which will 
now comprise principally its new low- 
priced model and the Willys-Knight 
cars), this year should return satis- 
factory profits. The company’s plant 
and capitalization require real quan- 
tity production. Earnings for the pre- 
ferred, especially, have been large and 
that issue is attractive as a business 
man’s investment. 


Maxwell Motor Co. 


Maxwell Motor’s earning power 
suffered severely during the war 
period. In the year ended, July 31, 
1917, a total of over 75,000 passenger 
cars and trucks were produced and 
sold, and the company earned a sur- 
plus equal to 29.63" @ on the $12,778,- 
058 common stock. This, however, 
was before war taxes, which have been 
estimated unofficially at about $1,250,- 
000, or 10% on the common stock, re- 
ducing the actual earning power in 
the 1917 fiscal year to about 20%. 

Net manufacturing profits in the 
1918 year were but $2,437,114, against 
$5,342,728 the preceding year, $5,531,- 
034 in the 1916 year, $2,337,950 in the 
1915 year and $1,430,444 in 1914. Final 
balance in 1918 for the common stock, 
after allowing for the 7% dividend re- 
quirements on the $13,336,642 first pre- 
ferred and 6% on the $10,127,468 sec- 
ond preferred, was equal to but 5.70%, 
against the 29.63% in the year before. 

This reduced earning power was 
one of the reasons for the announce- 
ment in November, 1918, that even the 
scrip dividend of 134% quarterly, 
which had been paid on the first pre- 
ferred stock in 1918, would not be paid 
on January 1, 1919. It was in August, 
1917, that the 6% rate on the second 
preferred and the 10% rate on the 
common stock were suspended after 
just a year of payment. 

Wall Street never accepted kindly 
the inauguration of dividends of 10% 
per annum on Maxwell common in 
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1916, at a time when the first preferred 
issue was barely covered by actual 
assets. Similarly, the other extreme 
action by the directors in suspending 
last Fall even scrip dividends on the 
first preferred stock, was not well re- 
ceived by the Street. 

The directors explained the latter 
action by the need of conserving all 
resources of the company to provide 
against possible depreciation in inven- 
tories and to permit rapid conversion 
of facilities to peace operations. Max- 
well had on July 31, 1918, inventories 
of $16,283,387, compared with $5,146,- 
902 on July 31, 1915. Much of the 1918 
inventories, however, undoubtedly con- 
sisted of materials for Government 
war work against depreciation in 
which the company was protected by 
its contracts. 

The Maxwell Company, with its 
lessee company, the Chalmers Co., are 
reported to have undertaken military 
contracts totaling $50,000,000, of which 
those providing artillery tractors and 
tanks are understood to be still in 
process of fulfillment. The shell work 
has been fairly well completed. It ma 
be, therefore, that Maxwell’s read- 
justment to peace conditions, will in- 
volve a fairly substantial write-off of 
inventories against earnings. 

This condition will be righted as the 
company gets into production in the 
Spring and earl ummer months. 
The actual cost of conversion of plants 
back to peace operations has been es- 
timated at only about $500,000, and the 
time, only six months from last No- 
vember. As soon as inventories are 
readjusted and the $4,160,000 notes 
payable are reduced, it is likely that 
cash payments will be renewed on the 
first preferred stock issue. The sec- 
ond preferred and common must be 
considered far removed from divi- 
dends. 

Chandler Motor Car Co. 


Chandler Motor Car Co. was one of 
the 1915 motor flotations, and has 
proven very successful. It is one of 
the medium class automobile com- 
panies in point of production and price 
of product. 

Like all the motor companies, it cut 


its 1918 production to care for war 
work. The output last year was 9,600 
cars, against 15,000 in 1917, and its 
war work consisted of a $10,000,000 
Government contract for 10-ton cater- 
pillar tractors, followed by another 
contract for the same product amount- 
ing to $6,000,000. 

The 1918 operations returned a net 
income before taxes of $2,200,000, or 
$31 a share on the $7,000,000 stock out- 
standing. The company has no funded 
debt. Even after allowing largest de- 
duction for war taxes, it is estimated 
that a surplus will remain from the 
year’s earnings of over $20 a share, 
compared with the present dividend 
of $12 per annum. 

Chandler Motor Car Co. has always 
maintained a clear-cut treasury posi- 
tion, and as of November 31, even with 
inventories on a depreciated basis, it 
is estimated net quick assets amounted 
to $52 a share. 

Passenger car production has reach- 
ed a schedule of 40 cars a day, and this 
will be increased substantially by 
April. It is doubtful whether the 15,- 
000 production mark of 1917 will be at- 
tained in 1919, but the management 
confidentally expects an output this 
year in excess of 12,000. The plant, 
which has been used for the manu- 
facture of the caterpillar tractors for 
the Government, will be soon adopted 
for passenger car output. This plant 
was completed last June at a cost of 
over $600; 


The $20 a share earnings in 1918 
after taxes, together with $25 in 1917 
and $24.50 in 1916, makes aggregate 
earnings on per share of stock in the 
three years of the present company’s 
existence $69.50, from which $32 has 
been distributed in dividends, leaving 
$37.50 reinvested in the business. 

Chandler Motor Car Co. should have 
no difficulty in marketing its 1919 pro- 
duction of 12,000 cars, and interests 
connected with the company expect 
that the net profits for the year will 
exceed those of 1918. The 12% divi- 
dend rate on Chandler seems well pro- 
tected, and the stock is gaining for it- 
self a well-deserved leading position 
amung the listed motors. 





Where Signs Are as Good as Bonds 


The Chicago Board of Trade, Grain Clearing House of 
the World—The Voice of the Pit and Its 
Machinery—A Close-Range Study 





By ROBERT H. MOULTON 





Board of Trade. In the great 
Oger exchange hall, a jam of hatless 
— men are swarming around the 
big pits, where grain and provisions are 
dealt in, waiting. Over in one corner of 
the room a hundred messenger boys loll 
in front of a railing behind which as 
many telegraph operators sit leisurely at 
their instruments. At desks arranged in 
close proximity to the pits, is a small 
army of men with telephone receivers 


fr 
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TT T is 9:25 a. m. in the Chicago 
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ers, as if moved by a single lever, begin 
to swing back and forth like flails, signal- 
ing bids ; messenger boys, galvanized into 
life, scramble and jostle and push in 
every direction, telegraph instruments 
click noisily, while the voices of the tele- 
phone operators add to the general din. 

Up in the pit reporter’s cage—a little 
bridge jutting out so that the reporter 
can hear or see the bids and relay them 
to a telegraph operator—stands a youth 
frenziedly jotting down the bids, the ups 





The Board of Trade of the City of Chicago 





strapped to their heads. A steady, sub- 
dued murmur, like the far-off roar of the 
sea, fills the room. Gradually the groups 
of traders draw together in the pits, fill- 
ing every available inch, until finally each 
one stands motionless, tense, his eyes on 
the huge clock which is visible from every 
part of the hall. 


On the Tick of 9:30 

Suddenly, as the hands of the clock 
reach half-past 9, a giant gong, loud and 
dominating, begins to ring. How long 
it rings a stranger could not say, for a 
second after it strikes the buyers and 
sellers well up and drown it out. At the 
same instant, the right arms of the brok- 


and downs of the market as the traders 
below buy or sell. One motion of his 
pencil indicates one-eighth, one-fourth, 
three-eighths or whatever fraction of a 
cent it happens to be, another motion 
tears off the page from his pad and flips 
it over his shoulder. A small boy stand- 
ing at his side catches the paper, jerks it 
under a stamping machine which im- 
presses the time upon it, and tosses it 
higher yet through a slip in a grating 
where a telegraph operator seizes it and 
sends the information out over the wires. 

In the smoking room in the rear of the 
pit room sit or stand several hundred 
men, each intent upon the market signs 
uponthe wall. Up and down a platform in 
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front of a ten-foot blackboard run board 
markers chalking up the figures as they 
come from the pits. Here men have to 
speak loud to their neighbors, for the 
roar of the traders’ voices comes strong 
and insistent even this far. From this 
distance it sounds like the wind of a great 
storm whining and thundering around a 
corner at night. 


The Voice of the Pit 

Some day a musician will catch the 
note of those pits in full cry and put it 
into grand opera. It would never make 
comic or even light opera. Grain trading 
is too much the man’s business for 
jocularity or pleasantry. It is grim, hard, 
nerve-straining business. For almost 
four hours each day the broker must 
stand on his toes alert to buy or sell as 
his orders may be, frequently both to buy 


Perhaps the thing that most impresses 
people who visit the Board of Trade is 
the sign language used in buying and sell- 
ing grain for future delivery. Unlike 
anything else seen in any other line of 
business this wonderful system, while 
simple in its execution, nevertheless 
puzzles the uninitiated. It is a system 
that has grown up with the Board, and 
traders would be helpless without it. In 
that awful din where hundreds of men 
and boys are rushing about and shouting, 
individual voices are smothered and the 
trader must of necessity talk with his 
hands. 


When Time Is Priceless 
He has no time to waste—a lost second 
may mean hundreds of dollars to him. 
The rapid fluctuation of prices makes 
quick action imperative, and this sign 
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The Trader’s Sign Manual 





and sell, and to keep all his accounts 
straight and still running. 

Although hundreds of visitors fill the 
gallery of the Board of Trade every day, 
few of them are familiar with its methods 
of operation. As a matter of fact, it 
is probable that the majority of them, 
looking down in the pits, with their surg- 
ing, shouting, gesticulating masses of 
humanity, wonder how it is possible to 
transact any business at all under such 
conditions. But all this excitement, all 
this turmoil, is nothing more than the 
multiplication of individual efforts either 
to buy as cheaply or sell as dearly as pos- 
sible. And to the men engaged therein 
there is absolutely no doubt in the mind 
of each as to what every other man is 
endeavoring to do. Rapidity of thought 
and instantaneous action are indis- 
pensable attributes of the expert broker, 
and there is no place for the slow-minded 
man. Accuracy is absolutely essential, 
and strategy at a premium. 


language has been developed to meet 
these demands. By a simple movement 
of his fingers the trader makes it known 
whether he would buy or sell, what price 
he is willing to pay or take, and what 
quantity he wishes to trade in. All the 
information necessary to consummate a 
deal, involving perhaps thousands of dol- 
lars, is conveyed by a few motions of the 
hand. 

The sign manual of the pit trader is 
simplicity itself, consisting of only nine 
characters. The clenched fist represents 
the even price, say $1.50; one finger ex- 
tended means one-eighth of a cent; two 
fingers spread apart, one-fourth of a 
cent, and so on up to five-eighths. When 
the four fingers and thumb are extended, 
but pressed close together, three-quarters 
is represented. The clenched hand with 
the thumb alone extended means seven-. 
eighths of a cent, while the thumb pro- 
truding between the index and middle 
fingers is the signal for a split quotation, 
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Nothing less than 10,000 bushels can be 
traded in on a split quotation, which if 
$1.50-54-34, means that half is taken at 
$1.50-54 and half at $1.50-34. 

These characters refer to the price, 
and the hands and fingers are held in a 
horizontal position. When the fingers 
are displayed vertically the quantity is 
indicated, each finger representing 5,000 
bushels, up to 25,000 bushels for all four 
fingers and the thumb. When the desire is 
to sell, the palm of the hand is held out- 
ward, and when the trader wishes to buy 
he does his signaling with the palm of 
his hand facing him. An offer of a trade 
is either accepted by a nod of the head 
or refused by a wave of the hand. 

As fast as trades are made they are 
recorded on cards held by the two parties 
to the deal. These tants are printed in 
blue on one side and red on the other, 





Illustrates Almost Every Character of the -~ 
Trader’s Sign Manual 





the blue side being used for the recording 
of purchases, and the red for sales. On 
the cards are put down the amount of 
grain traded in, the name of the party 
dealt with, and the prices at which the 
transaction was made. Thus, if Smith 
buys 50,000 bushels of corn from Jones 
at $1.25, his card reads on the blue side, 
“50—Jones—1.25,” while Jones entets 
. on the red side of his card, “50—Smith— 
1.25.” This consumes but a fraction of 
ia second of the trader’s time, and thus 
he may make a dozen trades within the 
space of a few minutes. 

It would appear that this method of 


recording trades must be unreliable and 
inaccurate, but in reality the mistakes are 
very few, and it is said that the percent- 
age of broken contracts is smaller than 
in business where the signature of the 
buyer and seller is required. - This means 
that it is a business embedded in honor. 
No contract, either oral or written, is 
more binding than the contracts to which 
a member of the Board is a party. No 
informality or absence of legal techni- 
cality will avail under the rules of the 
association to release a man from un- 
deviating compliance with every term 
and every feature of his business obliga- 
tion. 


Clearing House of the World 


Chicago is the great central grain and 
provision market, the grain and provision 
clearing house of the world. Behind the 
multiplicity of her grain and provision 
transactions are not only domestic crops, 
but the grain crops of the entire world— 
in the field, in the warehouse, and in 
transit. The Board of Trade, therefore, 
may properly be called the very nerve- 
center of the grain trade, since here are 
reflected world-wide conditions as re- 
gards growing crops, and the movement 
and consumption of crops. 

Through a wonderful system of news 
service, necessitating the co-operation of 
thousands of correspondents and agents, 
there is collected here all information 
which is likely to have any effect upon 
the trade, including prices of the dif- 
ferent commodities in every considerable 
market throughout the world, and this 
information, with absolutely no restric- 
tions, is sent broadcast for the benefit of 
producer and consumer, buyer ard seller 
alike, without prejudice and without 
partiality. 

All of the trade in future deliveries of 
contract grades of grain begins and ends 
right in the pit. And here is the most 
important statement of all; every bushel 
of grain which is bought or sold on the 
Board of Trade is actually delivered 
when the contract matures. Behind 
every sale there is somewhere a ware- 
house receipt which will fill it. That 
warehouse receipt, tendered by the buyer 
to a public elevator which, on the face 
of the receipt, is declared to contain the 
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grain, will procure for the holder the 
exact amount of the identical grade and 
description called for. Of course, this 
warehouse receipt may pass through a 
score of offices before the final day of 
delivery, just as a $5 bill may settle a 
score of debts owing by one man to an- 
other in sequence. 


“Futures” Versus Speculation 

Future trading should not be con- 
founded with speculation. It is com- 
monly supposed that all kinds of grain 
transactions are speculative, when the 
truth is, speculation is purely incidental. 
At all times, and noticeably after the out- 
break of the war, the great bulk of trans- 
actions for future delivery on the Board 
of Trade were not speculative, but a part 
of commercial transactions. Producers 
and distributors in the west sell for fu- 
ture delivery—consumers and govern- 
ments have bought for future delivery— 
the speculator is a small spoke in the 
wheel. 

It is true that big handlers go into the 
grain exchanges and buy or sell, just like 
speculators. But instead of engaging in 
speculation they are merely taking out 
insurance policies against the losses that 
would otherwise be suffered through ris- 
ing and falling prices, delays in shipping, 
and other uncontrollable market changes. 
This is called “hedging” and is a form 
of protection found in the marketing of 
cotton, wool, provisions, coffee and other 
farm staples. The Department of Agri- 
culture at Washington has recommended 
hedging as a safeguard in sound market- 
ing, and big grain operators have used 
it for years. 

For instance, suppose a grain dealer in 
the Northwest purchases a hundred thou- 
sand bushels of wheat from farmers in 
his district. It is not his purpose to hold 
this wheat for a rise, but merely to make 
the ordinary trade profit of half a cent 
or so per bushel for handling. However, 
a certain interval must elapse before he 
can get his grain shipped to the market 
and sold. During this interval, the price 
of wheat may fall enough to wipe out 


all of his profit. Therefore, at the time 
when he buys wheat from the farmers 
he sells a “future” at the slight margin 
over his purchase price for the same 
amount of grain that he has purchased. 
Then, if the price has fallen by the time 
he is ready to sell the wheat in his ele- 
vator, he loses on that transaction, while 
on his “future” he gains the same amount 
because he can now go into the market 
and buy to cover the future at the lower 
price. In other words, he eliminates 
chance either of profit or loss through a 
change in price and contents himself 
merely with his dealer’s profit. 

Similarly, a miller may have unsold 
flour which he wants to protect against 
a decline in value. To do this he sells 
an equivalent amount of wheat for future 
delivery, so that if the price declines he 
will make up his loss on the flour by his 
profit on the “future.” Similar instances 
could be multiplied indefinitely, but the 
principle underlying each is the same, the 
elimination of the speculative risks by a 
double transaction, so that the gain on 
one will cancel the loss on the other and 
leave only the ordinary trade or manu- 
facturing profit. In other words, the 
process of hedging is merely a form of 
business insurance of trade profit. Com- 
petent judges declare the process not 
only valid, but indispensable, and it is 
estimated that 90 per cent of the grain in 
the large Western centers is thus pro- 
tected. In Great Britain banks very gen- 
erally refuse to lend money on cotton 
that is not hedged. 

The foregoing discussion has analyzed 
the function of Chicago’s great produce 
exchange under normal conditions and 
in times of peace. The war has caused 
changes in certain directions which are 
temporary and which will disappear 
when peace comes. These changes were 
necessary because of the abnormal forces 
acting upon the market. They include 
the governmental fixing of price on 
wheat, as well as voluntary restrictions 
on trading, adopted from time to time as 
conditions warranted by the members of 
the Board of Trade itself. 
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Trade Tendencies 
As Seen by Our Trade Observer 





The average investor has neither the time nor the opportunity to follow 


publications and by recognized leaders in the various industries. As the 
tendency in a given trade is but one of many factors affecting the 

price of the securities representing that industry the reader should not re- 
ee these Trade Tendencies alone as the basis for investment commit- 
ments, but merely as one of many factors to be considered before arriving 


at a conclusion.—Editor. 





Steel 
Producers Divided on Price Cutting 


.. Disregarding temporarily ups and downs 

in the buying market which gives the Steel 
trade the appearance of: business revival 
one day and depression the next, it is noted 
that total combined volume of buying over 
any three or four days or a week is reced- 
ing. The trade is rapidly coming to the 
conclusion that something must be done to 
revive business before total stagnation sets 
in, and that “something” will probably take 
the shape of a general price reduction. 

Producers as a whole have advanced 
the argument that no reduction in prices 
would be made as yet since there is no 
incentive for such a move. They claim that 
buyers of steel for manufacturing purposes 
and miscellaneous uses would afford a de- 
mand of fair proportions at the high prices 
now prevailing and that this business would 
carry the mills along until it was seen that 
buyers for investment purposes (from which 
source the real business must be obtained) 
would be ready to come into the market. 
Steel men figure that when the latter class 
is ready prices would be cut to stimulate 
this demand. 

The trouble is things are not turning out 
according to schedule. The ordinary buyer 
is cutting down his demand daily, is not 
satisfied to pay high prices and therefore 
the total of new orders coming into the 
market is exceedingly light. Steel men 
figure that even on the present curtailed 
capacity the volume of buying at present 
does not afford one quarter of the existing 
output. 


The Producers’ Worries 


If a general reduction of steel prices was 
put into effect immediately, however, pro- 
ducers are not at all sure that new buying 
would be encouraged. Buyers would not 
be sure that any particular cut would be the 
final one, and therefore after a temporarily 
stimulated demand, conditions may lapse 
back into the prevailing status. It is no 


wonder then that steel men are at a loss 
as to the next move to make. 

While it is the general guess in the trade 
and out of it that further reductions in Iron 
and Steel prices will occur around April 
1, leading producers are non-committal. 
These guesses are based upon the fact that 
if the War Industries Board was still in 
control quarterly price fixing would have 
been made on that date. The chief argument 
advanced from this quarter is that prices 
cannot come down until wages are further 
reduced, and also there is no incentive to cut 
prices, as buying may be discouraged rather 
than revived. Although accurate predictions 
cannot be made on this score, it will be 
borne in mind in this connection that large 
copper producers held to a similar argument 
when the price of the metal was maintained 
at 23c. The analogy may not be perfect, 
but it will bear consideration. 


Steel’s Export Outlook 


Not as much business is being obtained 
from foreign sources. There are quite a 
few inquiries flowing through the trade, but 
so far these have not developed into orders 
on a substantial scale. 

Steel men are slowly being weaned away 
from the idea that a large European busi- 
ness for reconstruction purposes will be ob- 
tained. Despite the extravagant promises 
of what may be expected in steel demand 
for re-building France, the facts are daily 
bringing out that French steel will do all 
that is necessary, and if outside aid is 
needed, Belgian and English mills will get 
the business. When export business is 
spoken of, therefore, steel men refer to 
South America, Japan, China and Africa, 
and it is from this source that export ac- 
tivity must be looked for. 

As regards the general situation, the much 
talked of revival is still in the future, and 
many intermediary re-adjustments must be 
accomplished before full speed can be ex- 

ected ahead. Among these things the most 
important are the re-adjustment of the labor 
situation to a lower scale of wages and 
enough reduction in steel prices to encour- 
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age buying for investment projects. Before 
investors will be induced to buy they must 
be assured that they will not experience a 
large depreciation in value in the first few 
years of their operations. 

ye =. 


Railroads 
Wage Situation Alarming 


Enough plans for the solution of the rail- 
road problem have been formulated by rail- 
road executives, shareholders through their 
credited associations and even by railroad 
employes themselves to fill a good sized 
library, but none of them are sufficiently 
comprehensive to assure the roads’ future. 
The country realizes very generally that 
Government operation has been a dismal 
failure and that Government ownership or 
even a contfol for five years, which would 
culminate in. such, is not to be thought of. 
In face of the deplorable earnings situation 
public opinion is registering increased dis- 
gust. The most convincing argument that 


the rails have been recklessly mismanaged 
is the actual showing made. True, expenses 
did increase tremendously during 1918 and 
a loss was expected by the Government, 
but such a tremendous deficit was not looked 
for and cannot be condoned, allowing, for 








RAILROAD EARNINGS 
Gross Earnings Net Earnings 
$232,598,369 $ 61,134,750 
105,878,758 
83,237,395 
85,715,727 


438,365,327 44,738,149 








every conceivable excuse, such as the stress 
of war, the necessity for railroad employes’ 
co-operation even at tremendous advances 
in wages, etc. Other large industries went 
through a similar experience, had their ex- 
pénses doubled and raised the price for the 
product correspondingly, but the end was 
not disastrous. It is no wonder, then, that 
public opinion has veered from Government 
ownership, and this question is almost 
settled. 

We know therein lies the cause of the 
chief augmentation of operating expenses; 
the increase in wages. If the end were in 
sight some relief might be felt, but such is 
not the case. Suggestions are even now 
pending, in face of wage reduction in other 
industries, in face of the passing of the 
emergency and in face of the pending period 
of slower business, for further increases in 
wages. It is no wonder that an impartial 
observer throws up his hands in despair. 

Further operating returns are coming in 
and even the big systems, which gave some 
hope of showing something after taxes, are 
not even meeting running expenses, to say 


nothing of taxes, fixed-charges and divi- 
dends. According to the latest figures 
eighty-two roads out of one hundred and 
five have failed to earn running expenses 
plus taxes, the delinquent ones comprising 
the most important systems, too. Assuming 
the present rate of loss in 1919, taxpayers 
are wondering how long the Government 
can stand it. Even larger deficits can be 
looked for, as, first, there is not likely to be 
a reduction in wages; second, new increases 
are pending and may be ‘looked for unless 
opposition becpmes violent, and, third, and 
most important, there is no assurance that 
traffic and tonnage will be maintained at 
levels corresponding to those during the 
war. Business is on the decline already, 
and trade inactivity spells less railroad 
business. The only conclusion to be reached 
is that if steps cannot be taken to curtail 
the rising cost of operation, the Government 
will have to make up a deficit in 1919 larger 
than the year before. 
On Capital Requirements 

The Director General of Railroads has 
obtained from Congress an appropriation of 
$750,000,000 to be used as an additional re- 
volving fund to meet capital requirements. 
The estimated deficit of $196,000,000 for 1918 
may, although not officially stated, be paid 
out of this sum. The railroad administra- 
tion has exhausted the $500,000,000 put at 
its disposal for this purpose a year ago, 
and it has been unable to obtain funds from 
earnings, so this sum could not nearly be 
stretched to cover all of the needs. Im- 
provements, enlargements of facilities and 
purchases of new equipment are expected 
to be made during the coming year and 
expenses are to be met with this capital. 
The principle comment on this situation is 
that railroad men are adverse to burdening 
their properties with high cost improve- 
ments and equipment, the depreciation of 
which will be excessively large. 

When roads are handed back to private 
ownership all these circumstances will be 
a factor, and railroad men figure that they 
have enough troubles at present without 
adding to them. 

A new labor phase has been presented 
in light of the widespread talk of Bol- 
shevikism. A theoretical situation is pre- 
sented in which railway employes are en- 
joying an era of prosperity (assuming ex- 
tended Federal control) that their employ- 
ment is steady and wages are good. Indus- 
trial workers, on the other hand, will feel 
the re-adjustment period in lower wages 
and less work; the answer is, of course, 
that the industrial worker may compare his 
lot with that of the railway employe, jump 
to the conclusion that the only medium 
of high wages is Government ownership 
and start an upheaval for this condition to 
be brought about. This is a rather far- 
fetched argument, but it does bring out the 
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inequalities of wage scales if Government 
control should be the answer to the railroad 
question. 

Congress has a mighty and far-reaching 
problem before it, requiring the most intel- 
ligent solution. The wage problem, the 
rate problem and others of equal import- 
ance must be solved before the roads are 
turned back to private ownership if dire 
future consequences are to be avoided. 


1%. -@ 


Copper 
Tension Broken 


As the last issue went to press it was 
announced that the deadlock between cop- 
per producers and consumers had been 
broken by the producers suddenly offering 
the metal in large amounts at 18%c., a drop 
of 4%4c. from the supposedly fixed and un- 
breakable price. Readers of this column 
knew that this event was bound to occur, as 
fundamental economics and the basic facts 
of the situation pointed clearly this way. 

Surprising as it may seem a large volume 
of business did not develop at the new 
level. There was a rush to buy copper for 
immediate needs when the price was cut, 
but this demand was easily and immediately 


filled, and long-time buyers still adhere to 
the policy of holding off, awaiting further 


developments. There was plenty of copper 
to be had around 18c., and plenty was avail- 
able even before the public announcement 
of the cut was made. The preponderance of 
sellers has become particularly pronounced 
in that first, companies whose producing 
costs are around 20c. and 2lc. are trying 
their utmost to dispose of stock already 
mined; second, there are a large number of 
small and medium-sized producers whose 
costs aggregate between 18c. and 18%c. and 
these realizing that no upturn in the price 
was eminent, bent every effort toward get- 
ting rid of the metal on hand and in process, 
and, third, for like reasons those fortunate 
companies that can realize a profit on the 
present basis are also endeavoring to turn 
their stock into cash as rapidly as possible. 
As a result of these conditions copper prices 
fell away rapidly until sales are now re- 
ported at 15%4c. Even at this level consumers 
are not bidding actively, preferring to test 
out the strength of the new low price by 
waiting. 

Meanwhile the general situation is being 
helped materially by curtailment in produc- 
tion and shut-down of many high-cost 
plants. The larger concerns are said to be 
producing at no better than 60%, and the 
great bulk of copper production is running 
at nearer 50% of normal capacity. Never- 
theless when all angles of the situation are 
viewed it must be realized that production 


is far in excess of consumption, and every 
day that a large buying movement is re- 
tarded the supplies of the metal increase. 
The copper men maintain that it will take a 
sharp upturn in buying abroad to consume 
the present curtailed output, and the ques- 
tion immediately arises, what will become of 
the accumulated stocks now on hand? Cer- 
tainly the metal cannot be sunk in the middle 
of the Atlantic Ocean, as it was proposed 
to do with the German fleet; it must be sold 
and will be sold, but when and at what price 
it is hard to forecast with accuracy. 


Labor 


Reports are not all in from various dis- 
tricts where wages have been reduced, and 
it is a question whether the miners will ac- 
cept the new arrangement. Copper com- 
panies see the only solution for their prob- 
lem in a general reduction of wages from 
the former base of 26c. copper to l6c. cop- 
per, or over $1 per day reduction. This 
will prevent losses all around, but of course 
does not spell a satisfactory condition in 
the trade as far as profits go. The copper 
trade expects very little trouble from labor 
as miners generally realize that most of the 
copper companies have large surpluses on 
hand, and they could shut down completely 
if trouble should be forthcoming. A cer- 
tain-degree of trouble is to be expected in 
districts where agitators are now known to 
be waiting for an opportunity to stir up 
discontent, but the companies have the up- 
per hand in the present situation and have 
nothing to fear. 

As yet the Copper Export Association is 
doing very little. Probably not enough time 
has been allowed to test its worth, but the 
immediate pent-up, urgent demand from 
foreign sources has failed to make its ap- 
pearance. We are now beginning to hear 
that Europe has plenty of copper on hand, 
and if this is the case buyers can well afford 
to hold off with the hope of getting better 
prices later. France and England have 
established a common buying agency, and 
there is little hope of disconcerted action, 
except on an insignificant scale, from these 
countries. 

While the cut to the present price level 
has helped matters considerably the solu- 
tion of the copper problem is by no means 
reached as yet. A strenuous effort will 
probably be made to maintain the price 
around current levels and encourage buy- 
ing for future delivery by assuring consum- 
ers that there will be no further cuts. Not 
only domestic demand, but good buying 
from foreign sources must come into the 
market before even fair activity can be 
expected. From all indications the copper 
trade is by no means sure of its ground at 
present levels, and feeling is bound to be 
feverish until a way to dispose of over- 
hanging stock is evolved, 
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Grain 


What Will Happen to Wheat? 


Everybody is having a guess these days 
as to what will be the outcome of the mud- 
dled wheat situation. Record crops are in 
sight, foreign sources have plenty of wheat 
and are offering it at lower figures, and 
$2.26 per bushel is guaranteed for American 
wheat with the normal market value even 
now at no more than $1.25. The situation 
is far reaching in its effect since the whole 
fabric of our economic structure is depen- 
dent upon a solution. 

The House Agriculture Committee is in 
receipt of voluminous protest against the 
Food Administration’s proposal to author- 
ize the grain corporation to enter into the 
business of trading in wheat on a tre- 
mendous scale. A sum of at least $1,000,- 
000,000 is asked to carry out these plans. 
Its opponents argue that such a bill would 
make the President the controller of the 
world wheat market. 

Whatever the outcome of this situation 
the trend in recent days has been definitely 
away from the idea that the Government 
could cancel its contract with the farmers. 
The Government will keep its pledge, and 
although it is expected that the wheat will 
be sold for whatever it will bring in the 
open market, nothing official has been said 
on the subject as yet. It would seem on 
the surface that this will be the solution, 
and we can let it go at that. 

Let it go at that is easy enough to say, 
but the many angle wheat problem cannot 
be disposed of off-hand. Normal consump- 
tion of wheat in the United States is figured 
at approximately 560,000,000 bushels, includ- 
ing seed about 630,000,000 bushels, that with 
the spring wheat crop, making proper de- 
ductions, the country would have an ex- 
portable surplus of about 500,000,000 
bushels. There is plenty of food for thought 
in these figures. 


The Export Situation 


While Europe is going to take a great 
deal of our wheat, figures on production 
across the water are not accurate in that 
they omit the obvious fact that everything 
possible is being done to stimulate produc- 
tion. This may seem a small factor now 
but when the figures are finally in at the 
end of next year it will be found that pro- 
duction was much greater than expected. 
We have spoken about the available supply 
in Australia and Argentina. The price of 
Australian wheat delivered in England is 
about $1.60 net against $2.39%4 for Ameri- 
can wheat. 

With a surplus of 180,000,000 bushels Ar- 
gentina is able and is already selling this 
wheat in England at $1.88. Even if domes- 
tic consumers are forced to absorb Ameri- 
can wheat at the fixed price there will be 


no way to market our supplies in Europe 
at a higher figure than is paid other coun- 
tries. hus on the exportable surplus the 
U. S. must write off its loss. 

All sorts of solutions for this aggravating 
problem are being offered, many of them 
containing merit. The latest is a plan for 
the reduction of the spring wheat acreage. 
It is pointed out that farmers could be paid 
a certain price for their ploughed acreage 
and the planting of other grains could be 
undertaken. Oats, corn, barley flax and rye 
will be scarce according to the present pro- 
gram and it would do the country good in 
the way of reducing the cost of living and 
facilitating the labor problem by increas- 
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ing production in this direction. The only 
trouble with this plan as far as I can see, 
is that it will cost the government just as 
much for the acreage as it will to pay the 
fixed price and take a loss on the wheat in 
the open market. - 

Thus the situation is still unsettled and a 
postponement of the solution retards indus- 
trial readjustment in an indirect but a much 
felt way. 

eee 


Oil 
Intensive Development Not Upsetting 


Nothing in the shape of extra production 
in the future or an immediate cut in prices 
has yet appeared on the oil horizon and the 
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outlook is still promising. It is true that 
development in North Central Texas is pro- 
gressing and an increase in production is 
looked for from this source, but, as we have 
pointed out, the progress therein is slow, 
and THE MAGAZINE oF WALL STREET'S investi- 
gator, who has just returned from that field, 
reports that obstacles are numerous, chiefly 
the lack of transportation facilities. Mexi- 
can properties are redoubling their efforts 
to produce oil, and their difficulties in the 
way of lack of water transportation are 
being lessened daily. 

In the meantime, export demand is still 
the largest factor. Neutral markets are 
beginning to respond, but it will take time 
before an appreciable accumulation of sup- 
plies can be seen as immediate consumptive 
requirements are large. Stocks in this coun- 
try are low too, and with large consump- 
tive demands immediately ahead, produc- 
tion will have to be increased far in advance 
of that in sight to allow foreboding. 

Temporarily at least, American oil is go- 
ing to find its way into new foreign fields 
never before entered, principally because 
Roumanian and Russian production cannot 
be counted on for some time to come. How 
long these fields will be out of the running 
is a question, but competent oil authorities 
are inclined to the opinion that it may take 
several years before they recover sufficiently 
to have any important influence on the ex- 
port trade. 


Crude Oil 


When the price of Gulf Coast and Pine 
Island heavy crude was cut, many of the un- 
informed pointed to this factor as a fore- 
runner of general price reductions. The 
fuel oil situation is one entirely separate 
and apart from the oil trade as a whole. 
During the war great activity was experi- 
enced in the fuel oil market as our oil 
burning vessels and those of the British 
Navy absorbed the entire available supply. 
Most of this came from Texas and Louis- 
iana refineries and the other from Gulf 
Coast and Pine Island fields. 

The cessation of hostilities brought a 
precipitated diminution of demand and as 
the Coastal Fields had large supplies on 
hand, and Mexican Crude was released in 
volume, a drop in price was natural and ex- 
pected. This situation has no direct effect 
on the light oil market as supplies of this 
class are short and will be readily absorbed 
including the North Central Texas output. 

Developments in the Mexican Oil contro- 
versy are interesting. The Congress of 
Mexico adjourned without adopti the 
onerous petroleum code, and rumor has it 
that important developments are pending, 
announcement of which is being withheld 
for certain reasons. Oil companies have 
sent their delegates to Europe to impress 
upon the proper authorities the necessity 
for protection of vested rights in Mexico, 


and it is now expected that this problem will 
be discussed at the Peace Conference. Oil 
men are confident that an amicable solution 
will be reached, and that Carranza will hesi- 
tate to enforce his confiscatory measures. 
At this writing, the atmosphere has not en- 
tirely cleared, but oil men assume a know- 
ing attitude, so that is reasonable to assume 
that something favorable is in the air, but 
is being withheld temporarily. 

Getting back to the oil situation gener- 
ally, with the pone of America supplying 
the bulk of the crude oil demand there is 


very little to worry about for the future and 
good activity is assured for a year or two 
regardless of increased production. 


2 


Railway Equipment 
Buyers Not Coming Forward 


Although it is generally known that rail- 
way equipment is in urgent need, the hesi- 
tancy on the part of railroads and other buy- 
ers in placing orders is causing a discour- 
aging, if not an alarming situation in the 
trade. Two weeks ago in this column the 
“high spots” of the railway equipment situa- 
tion were pointed out and it was said that 
the long range view pointed towards promis- 
ing business. This is all true, but immediate 
factors are not satisfactory in that too stren- 
uous an effort is being experienced to place 
enough orders to tide over temporary de- 
pression. 

Equipment orders during the war were 
placed on a hand to mouth basis any way, 
and the industry has not enough far off 
contracts than is necessary to keep its 
shop going even on part time until buyers 
are ready to come into the market. 

Many shops throughout the country are 
in need of immediate relief and these com- 
panies complain that while the Government 
expresses its desire to keep employed all the 
labor possible whenever possible, orders 
for much needed equipment are being with- 
held. Railroad buying of course is the big- 
gest factor, and since the roads are still 
under Government control all orders for 
equipment must pass through Government 
channels. Thus an effort is being made by 
equipment companies to impress upon the 
proper Government officials that unless 
orders are forthcoming in the near future 
a large number of shops which cannot face 
their high overhead expenses may be obliged 
to close down .causing unnecessary unem- 
ployment. 

During the war the purchase of railroad 
equipment for railroads was at its minimum, 
due to such well known factors as the ne- 
cessity of diverting steel to fill purely war 
needs and to furnish railway equipment for 
our Allies. With the end of the war rail- 
road supply concerns thought that large 
orders for much needed equipment would be 
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placed immediately, but so far this has not 
developed. Unless something is done in 
the very near future an alarming state of 
affairs is likely to develop. 

Locomotive companies are somewhat bet- 
ter off than other branches of the railway 
supply business, in that foreign sources are 
contracting for large numbers of all types. 
Orders are coming in in volume from South 
Africa, South America and Europe, and 
because of absolute necessity, from the 
railroad administration. The latter phase 
however is still unsatisfactory. 

It is admitted that the future is promising 
and business should be good but the trade is 
dissatisfied with conditions as they are at 
present; a certain amount of dullness was 
looked for and was discounted, but leading 
men in the trade contend that unnecessary 
suspense, with its unaccompaning unrest, is 
unhealthy. If the goods were not needed 
and the potential market far away com- 
plaints would not be made, but it is pointed 
out that there is plenty of business to be 
had and a delay in placing it is unnecessary. 


*- *+ + 


Wool 


Government Policy Forces Widespread 
Idleness 


Continued Government auctions have de- 
veloped nothing new in the wool situation, 
rather they bring out more strikingly the 
unsatisfactory and unhealthy condition that 


now prevails. At Boston auctions 50% of 
offerings were withdrawn because bids did 
not reach the fixed minimum price. That 
prices paid for raw wool under these con- 
ditions do not represent the real market 
status is obvious since there is no assurance 
that such prices will prevail for any length 
of time. 

In the meantime woolen mills are not 
willing to begin operations and there is 
widespread idleness. The blame is laid at 
the door of the Government in that its 
policy of trying to maintain an artificial 
market for wool is injurious and fundament- 
ally wrong. The whys and wherefores of the 
Government policy versus the trade have 
been discussed at length in these columns. 
To the wool auction situation can only be 
added the dissatisfaction that mill owners 
are expressing over the adjusting of Gov- 
ernment contracts. 

According to supply circular No. 3, is- 
sued by the General Staff, it was stipulated 
that if contracts were cancelled the Gov- 
ernment would take over raw materials on 
hand, and of course pay overhead expenses, 
etc., that were applicable. So far the Gov- 
ernment has failed to live up to this agree- 
ment and as considerable capital is tied up 
in this almost useless yarn the matter of 
finances is becoming dangerous. In fact, 


if some of the smaller mills are unable to 
receive some compensation soon, bankruptcy 
is liable to result. 

With holdings of about 300,000,000 Ibs. of 
wool, or about one-half of normal yearly 
consumption owned by the Government, 
for which high prices are asked, it is no 
wonder that buyers refuse to come into the 
market. England has plenty of wool on 
its hands, and if the supply of wool in the 
markets of South Africa and South Amer- 
ica are added to the above, the visible world 
supply is at its highest point in history. 


England’s Solution 


As soon as the armistice was signed the - 
English government began the allocation 
of its wool stocks at a fixed price. Thus the 
mills were able to begin work on civilian 
~~ amen knowing their costs to start 
with. 

The khaki yarn situation was handled bet- 
ter also, in that this material was made into 
civilian clothes for the use of the Govern- 
ment, and since the British Government 
provides each discharged soldier with a suit 
of clothes, these stocks were rapidly dis- 
posed of. 

Demand for wool on a peace basis is con- 
siderably below war time requirements any 
way, and it is figured that the immediate de- 
mand after high speed production during 
the past two years, will be lower than nor- 
mal. Yet the supply is greater than ever 
before. It is concluded, therefore, that the 
price cannot do anything else but come 
down and this will be brought about when 
supplies begin to come in from free markets 
about the middle of the coming summer. 


*- + * * 


Coal 


Curtailment and Lower 
Prices 

While the bituminous coal output is be- 
ing curtailed in view of the danger signals 
ahead in the way of much lower prices and 
sharp falling off in demand, production is 
still ahead of 1917. From April 1, 1918, to 
date, coal mines produced 476,563,000 net 
tons or an increase of nearly 36,000,000 tons 
or 8% over the corresponding period of 
1917-18. Production for the last few weeks 
shows an increase in 1919 of 16.5% over the 
same period of 1918. The daily average dur- 
ing the month of January, 1919, is estimated 
at 1,650,000 tons, compared with about 1,- 
420,000 in 1918 and 1,750,000 tons in 1917. It 
must be borne in mind in this connection, 
however, that last year coal production 
around this time was hampered on account 
of the weather. 

What is happening in the coal trade is 
brought out clearly by the attitude of pro- 
ducers of coal towards their production and 


Production, 
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all classes of buyers with the exception of 
the railroads. In the first instance, pro- 
ducers see their markets cut in half, and are 
taking no chances in piling up too large a 
reserve supply. There are no more war 
factories to be run at full blast, and as busi- 
ness is generally slowing down pending 
further readjustment, the coal trade is be- 
ing hit hard. Buyers recognizing this con- 
dition, refuse to bid actively for coal at pre- 
vailing prices and maintain that the price is 
sure to come down. As a result, the only 
consumption apparent is for current needs. 

These factors have forced coal producers 
all over the country to run their mines at 
anywhere from 60 to 40% of capacity and 
in a few instances, causing shut downs alto- 
gether. The only districts now reporting 
nearly full running time are Central Penn- 
sylvania, Maryland and the far Western 
fields. 

What a great change in conditions from 
last year to this. In December, 1917, and 
January, 1918, production was hampered it 
was true, but there was an eager market for 
all coal. The only limiting factor then 
was the lack of adequate transportation 
facilities. Now, however, there is an abun- 
dance of cars to be had, but there is actually 
no market. The coal situation in brief is 
simply that this commodity more than any 
other, must await a business revival before 
it can expect a good demand. Even the 
small amount of business that can be had in 
these: times will only come when further 
price concessions by the mines are made. 
Coal, then, has a downward. drifting ten- 
dency for the present. 


* *¢ * 


Motors 


Bravely Optimistic in Face of 
Difficulties 


Automobile show inspiration brought 
forth the usual deluge of optimistic pre- 
dictions as to the future for the industry. 
A close analysis of the leaders statements 
reveal nothing more than generalities and 
intimate talks with many of them bring out 
that the trade sees prosperity ahead, but is 
not losing sight of the fact that there are 
many immediate difficulties to overcome. 
Close questioning brings the admittance 
that the readjustment period will be trying 
and that the year 1919 will be left behind 
am ty the motors are again on a normal 

asis. 


? 


Too much praise cannot be bestowed upon 
this plucky group of wonder workers for 
the way they are tackling their problem. 
Such difficulties as filling empty shelves 
with material.and parts, entering new con- 
tracts with distributors and dealers, arrang- 
ing the advertising campaign, the refinanc- 
ing of car and part makers, the trouble- 
some process of rearranging machinery and 
the general cleaning up of finished and 
partly finished war products are a few of 
the obstacles to be overcome. 

For the majority in the industry the re- 

conversion from war production to peace 
production means tremendous physical ef- 
fort and cannot be done in a day or com- 
pletely in six months. It took nearly a 
year for most of the plants to get into pro- 
duction of war articles and there is nothing 
to prove that it will not take correspond- 
ingly as long to switch back again. 
- The item of readjustment of finances is 
probably the greatest. Experience has shown 
that is is easy to sell to the Government, 
but receiving payment is another matter, 
especially when adjustment has to be made 
on unfinished contracts. Money and credit 
are needed to restock quickly and to keep 
plants running on a reduced scale, but if the 
large funds advanced by the companies on 
these contracts are tied up for an unreason- 
able length of time, the process of readjust- 
ment will be just that much hindered. 


The Future Promising 

Looking further ahead to the last part of 
1919, the situation assumes a more cheerful 
aspect. This country can and will absorb all 
the cars, passenger or commercial, that can 
be produced here, and the normal growth, 
together with unfilled demand, point to re- 
sumption of activity on a large scale in the 
automobile industry. The lessons taught 
by the war along efficiency and engineering 
lines will bear their fruit when conditions 
become normal. Big things are looked for 
in the export field and plans for large busi- 
ness along this line are maturing rapidly. 
The commercial car manufacturers see noth- 
ing but prosperity ahead and the steadily in- 
creasing use of this class of vehicles for al! 
sorts of commercial transportation bear out 
their argument. 

There is plenty of room for enthusiasm 
over the outlook for the automobile industry 
but the facts of the situation show that 
great things cannot be looked for until the 
readjustment is satisfactorily completed 
and the best opinion expects this to extend 
through the present year. 
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CORRECTION 


On page 707 of our February 15 issue we erroneously credited the cartoon “Shut the 


Door, the War’s Over” to Life. 


Credit should have been given to Judge, and we take 


pleasure in making the proper acknowledgments. 





PUBLIC UTILITIES 


Columbia Gas Has Record Year 


In Spite of Increased War Costs Company Earns Com- 
fortable Balance Above Dividends 





By PRESTON S. KRECKER 





OLUMBIA Gas and Electric 
Company is one of the com- 
Eel paratively few public utility 
= corporations which was virtu- 
ally unaffected by the war. It forged 
steadily ahead all through the period 
and finally emerged with enhanced 
earning power and in sound financial 
condition, while other utility com- 
panies have in many instances either 
stood still or retrograded. Complete 
figures on 1918 earnings of the Colum- 
bia Gas & Electric Company are now 
available. Earnings from operations 
were’ the largest last year in the his- 
tory of the company. 

In the case of gross earnings this 
gain was equivalent to 5.4%. Net earn- 
ings increased at even a a ratio, 
the gain in this case being 6.9%. Sur- 
plus after all charges was 9.0% larger 
than the previous year. It totaled 
$3,198,826, which was equivalent to 
6.39% on the outstanding stock. After 
payment of the 4% dividend the com- 
pany had remaining a balance of 
$1,198,826. Results accomplished last 
year are shown in the large Table. 

That earnings last year were not ex- 
ceptional but were merely in line with 
a consistent improvement which has 
been noted for a number of years is 
easily demonstrable. This improve- 
ment dates from 1912, when a strug- 
gling company with excellent prospects 
but laboring under the disadvantage of 
poor management was taken over by 
new interests. Appended is a con- 
solidated statement of the Columbia 
Gas & Electric Company for 1918 com- 
ar with one for 1912, (000’s omit- 
ted). 

Gross earnings, it appears, have in- 
creased more than 100% in the six- 
year period. More striking is the im- 


provement in net operating earnings. 
These have expanded from $2,630,970 
for 1912 to $5,578,682 for 1918, an in- 
crease of $2,947,712. But the most 
pronounced improvement is in the item 
of “other income.” This has increased 
from $529,959 in 1912 to $1,969,654 in 
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1918, or nearly fourfold, swelling com- 
bined net operating earnings and other 
income from $3,160,829 in 1912 to $7,- 
548,336 in 1918. 

The explanation of this large in- 
crease in “other income” is found in 
the acquisition in 1915 of the United 
Fuel Gas Company, in which Columbia 
Gas & Electric owns a majority inter- 
est. That such results should have 
been achieved in six years is the more 
impressive when consideration is given 
to the fact that operating expenses 
and taxes have increased greatly 
during the period. That item was $2,- 
524,475 in 1912 but by 1918 had swelled 
to $5,873,180, an increase of more than 
130%. 

The growth of Columbia Gas & Elec- 
tric earnings may be attributed to sev- 
eral causes, among them these: 
oi Its well diversified business. 

(2) The fact that its principal prod- 
uct, natural gas, is a natural product 
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and therefore cost of production is 
more nearly uniform than that of arti- 
ficial gas, the cost of which fluctuates 
according to the value of the raw ma- 
terials out of which it is made. 

(3) Acquisition of control of the 
United Fuel Gas Company, which as 
already seen, proved a material factor 
in swelling the income of the parent 
company. 

(4) Increased efficiency in manage- 
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ment of all of the properties which are 
owned or controlled by the Columbia 
Gas & Electric Company. 

A condensed summary of the multi- 
farious activities of the Columbia Gas 
& Electric Company follows: 

It owns or controls more than one 
million acres of natural gas rights lo- 
cated in the richest natural gas region 
of the United States if not in the 
world. This territory lies principally 
in West Virginia but laps over into 


parts of Kentucky and Ohio. It com- 
prises more than 10% of the gas lands 
controlled by all of the natural gas 
companies of the United States. The 
initial open flow capacity of the wells 
of the Columbia Gas properties is 
estimated at about one billion cubic 
feet of gas a day. In a large area of 
its gas lands the company also owns 
the oil rights to the acreage. 

It supplies natural as well as arti- 
ficial gas and electricity to Cincinnati, 
gas to fourteen and electricity to nine 
adjacent municipalities through its 
subsidiary, the Cincinnati Gas & Elec- 
tric Company, which controls by lease 
the Union Gas & Electric Company. 

Through the Cincinnati, Newport & 
Covington Light & Traction Company, 
which it has leased, the Columbia Gas 
Company operates street railway lines 


‘ of Kentucky municipalities adjacent to 


Cincinnati aggregating sixty-six miles 
in length. 

In connection with its natural gas 
business, the company operates a pipe 
line 183 miles in length extending from 
the natural gas fields of West Virginia 
to the Cincinnati district. 

More than 183,000 customers are 
supplied with gas and electricity by 
the Columbia Gas & Electric Company 
in a prosperous industrial and com 
mercial region around Cincinnati. Its 
gas also supplies such cities as Cleve- 
land, Louisville, Pittsburgh, Columbus, 
Springfield and other communities in 
the four states of West Virginia, Ken- 
tucky, Ohio and Pennsylvania. 

_A new development in the company’s 
business is gasolene manufactured as 
a by-product of natural gas. Quantity 
production was first attained in 1916 
under the stimulus of war demand. 
The company that year produced 3,- 
498,468 gallons. In 1917, it had in- 
creased output to 12,524,201 gallons, an 
increase in excess of 10,000,000 gallons. 


A new high record for gasolene pro- 
duction was set up in fous. While 
complete statistics are not available, 
an estimate of an increase of 10% in 
production over the previous year 
would probably prove approximately 
correct. This would bring total out- 
put up to about 14,000,000 gallons. As 
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gasolene prices have been at war levels, 
it is apparent that a valuable new 
source of income to the Columbia Gas 
& Electric Company has been found. 

The latest complete statistics on 
operations of the Columbia Gas & 
Electric Company are those for the 
year 1917. 

Columbia Gas & Electric prospects 
were dimmed somewhat last year by 
a decision of the State Supreme Court 
of Ohio in favor of the enforcement 
of a city ordinance of Cincinnati reduc- 
ing the rate for gas from thirty-five 
cents a thousand cubic feet, as fixed by 
the Public Service Commission, to 
thirty cents a thousand. 

However, the company has suc- 
ceeded in preventing the city’ from en- 


the interest charges on the first mort- 
gage bonds more than six times over. 
They totaled $3,912,176 while the in- 
terest item on these bonds amounted 
to $582,525. The company also has 
outstanding an issue of 5% gold de- 
benture bonds amounting to $2,850,000. 
It has a capital stock of $50,000,000 of 
a par value of $100 a share, on which 
dividends were initiated in May, 1917, 
at the rate of 4% annually. They 
have been maintained at this rate ever 
since. 

The stock of Columbia Gas & Elec- 
tric was listed on the New York Stock 
Exchange a few years ago. Since then 
it has sold as high as 54%, the record 
established in 1916. 

Last year it ranged between 28% 


TABLE I—COMPARATIVE STATEMENT 1918 EARNINGS 
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forcing the law by securing an injunc- 
tion. The whole matter has been 
transferred to the Federal courts. 
The Columbia Gas & Electric Com- 
pany has an authorized issue of $25,- 
000,000 first mortgage 5% bonds, of 
which a total of $20,747,000 have been 
issued. Of the issued bonds, $6,908,- 
000 had been redeemed up to Decem- 
ber 31, 1917, $1,471,000 are owned by 
the Union Gas & Electric Company 
and pledged as part of the guarantee 
fund under the lease to the Cincinnati 
Gas & Electric Company, a Columbia 
Gas subsidiary, and $624,500 are held 
in the company’s treasury, leaving $11,- 
743,500 in the hands of the public. The 
unissued $4,253,000 bonds may be is- 
sued Only under restrictions. Earn- 
ings last year were sufficient to cover 


and 44%. It was adversely affected by 
reports that the company’s production 
of natural gas was falling off. The 
facts were that, owing to the abnormal 
demand for natural gas created by the 
severity of the winter coupled with a 
shortage of coal, the company’s pipe 
lines proved inadequate for supplying 
the demand and it was driven to the 
production of artificial gas at its Cin- 
cinnati plant to supply its customers. 
A recent high for the stock has been 
433%. 

The management has been strik- 
ingly successful in contending with ab- 
normal conditions created by the war. 
Now that the peak of war prices has 
been passed, the prospects of the com- 
pany should be even better as prices once 
more approach the normal. 
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National Transit 
Grandaddy of Pipe Lines—Its Value and Prospects 





By ARTHUR W. CLAYTON 





SKED the name of the “Gran- 
daddy” of the Standard Oils 
and the average trader in- 
* stantly thinks of the New Jer- 

sey corporation. 

Asked the name of the “Grandaddy” 
of the great Standard Oil pipe line sys- 
tem, and—the answer comes more 
slowly, if at all. 

Comparatively few persons recognize 
National Transit as the pioneer pipe 
line of the Standard group or realize 
the company’s important relation to 
the progressive development of the oil 
industry in the United States, especi- 
ally during the earlier days. A brief 
historical review, therefore, is in order. 

In the latter part of 1878 the Tide- 
water Pipe Company was organized 
and succeeded in obtaining a right of 
way from Rixford, Pennsylvania to 
Williamsport where seaboard connec- 
tions could be made with the Reading 
Railroad until the Tidewater Company 
could complete their pipe line to the 
refineries at New York and Philadel- 
phia. Up to this time, pipes had been 
used only for short hauls and oil had 
not been pumped more than a distance 
of thirty miles. The Tidewater pro- 
ject involved a haul of about 109 miles, 
part of which distance was over the 
Allegheny mountains (more than 2,500 
feet high) and the progress of the en- 
terprise was watched with immense 
interest not only in the oil regions, but 
in other parts of this country as well. 

On May 28, 1879, the first pump was 
started at Coryville and the oil began 
what was then considered a long 
trip and one week later without any 
mishaps was flowing into receiving 
tanks at Williamsport. This feat was 
heralded with joy all over the oil 
regions. Operators knew it marked 
the beginning of a movement that 


would revolutionize the transportation 
end of the oil business, make them in- 
dependent of the railroads and inci- 
dentally cut costs more than 50%. 

The Standard interests, with their 
usual alertness for meeting an impor- 
tant situation, promptly began laying 
a pipe line from the Bradford field to 
Bayonne, N. J., where seaboard re- 
fining facilities had been established. 
It was decided that a new corporation 
should handle this end of the business 
and the National Transit ree oy 
was accordingly formed on Apri 36, 
1881 under the laws of Pennsylvania 


with a capitalization of $5,000,000 


The new line became a highly im- 
yeh factor in the Pennsylvania oil 

elds and as this region was developed, 
additional pipes were laid until today 
the company’s pipe line mileage in the 
State of Pennsylvania is said to aggre- 
gate 1,300 miles. Nearly one-half of 
this mileage represents trunk or main 
lines, the remainder consisting of 
gathering lines or “feeders,” although 
the majority of the pipe line traffic is 
long haul. Various connections are 
made with the New York Transit Com- 

ny, Northern Pipe Line, Southwest 

ennsylvania Pipe Line Company, etc., 
the largest station being located at 
Bear Creek, Pa., where Mid-Continent 
and other western oil is received from 
the Buckeye Pipe Line Company and 
then forwarded to refineries on the 
Atlantic Seaboard, including that of 
Atlantic Refining Company at Point 
Breeze (which is said to be the largest 
of its kind in the world) the Bayonne 
and Baltimore refineries of the Stand- 
ard Oil of New Jersey, etc. 

Organization 

The original capitalization of $5,000,- 
000 has been adjusted at various times. 
At the dissolution of Standard Oil in 
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1911, National Transit was capitalized 
at $25,455,150, par value of shares 
being $50 each, practically all of 
which was held by the New Jersey 
Company, and distributed by it in ac- 
cordance with the court’s decree of 
dissolution. In September, 1911, the 
company reduced its capitalization to 
$12,727,575, par value of shares 


$25 and a further reduction was voted 
upon favorably at a special stock- 
holders’ meeting on February, 1916, 
and in April, 1916, $12.50 in cash was 
distributed to stockholders. 
tion brought the capitalization down 
to $6,362,500 with par value of shares 


This ac- 


from its extensive pipe line. For many 
years, the company operated a ma- 
chinery business, familiarly known as 
its “Oil City shops” where pipe line 
equipment was manufactured. This 
business reached such large propor- 
tions that it was found advisable to 
operate it as a separate industrial unit. 
In 1916, the National Transit Pump 
& Machinery Company was organized 
with a capitalization of $2,545,000, 
par value of shares $25, all of 
which, except directors qualifying 
shares, are owned by the National 
Transit Company. Owing to increased 
business and the need of additional 








National Transit’s Plant, Oil City, Pa. 





$12.50, which is the present capitaliza- 
tion. 

While it true that the diminishing 
supply of oil in the Pennsylvania oil 
fields would deter any further expan- 
sion of its local pipe line business, yet 
as previously mentioned, the bulk of 
the company’s traffic is long haul, and 
received from connecting lines which 
bring the Mid-Continent and other 
western oil to the seaboard. 


Its Pump and Machinery Business 


National Transit income however, is 
not entirely dependent upon earnings 


working capital, the Pump Company 
increased its capitalization on April 
16, 1918 by the issuance of 25,450 
shares of 7% preferred stock ($636,- 
250) of the par value of $25 per share. 
All of this issue was purchased by the 
National Transit Company and it is 
understood that the stock is subject 
to retirement by the Pump Company. 
Transit is in a fairly comfortable 
financial condition as a comparison of 
the balance sheets herewith will in- 
dicate. Figures for the entire year 
1918 are not available at this writing, 
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but those for the first six months are 
shown. 

The assets as of June 30, 1918, are 
shown at a valuation of $13,106,788, 
while current liabilities amount to only 
$290,136. Unadjusted credits, (pipe 
line depreciation, etc.) amount to $3,- 
652,027, showing that the company has 
paid due regard to depreciation 
charges. Surplus account has grown 
to $3,652,027 or more than 50% of the 
entire capitalization making the book 
value of the stock about a share. 
This feature however, is regarded as 
of little value as the Standard Oil pol- 
icy has steadfastly been for an ultra 
conservative valuation of its proper- 
ties, and it is thought that the actual 
valuation of the National Transit as- 
sets is much greater than the figures 
show. 


par based upon property assets, earn- 
ing power and future prospects. The 
trade-mark “TRANSIT” has been 
well known in oil circles for many 
years and has a good will value that 
could be very easily and properly cap- 
italized. In addition the Company is 
said to own or control certain valuable 
patents or rights which in so far as 
known have also nci been capitalized. 
Earnings 

Net earnings of the National Transit 
Company for 1918 have not been re- 
ported at this writing, but amounted to 
$539,240 for the first six months or 
at the annual rate of approximately 
$2.12 a share, without allowance for 
taxes which item, however, is not ex- 
pected to be very large owing to the 
return on invested capital. Earnings in 








NATIONAL TRANSIT’S BALANCE SHEETS 
Assets 


Other investments 
Deferred assets 
Unadjusted debits 
Accounts receivable 
Cash 


‘Capital stock 
iation 
Unadjusted credits 
Accounts payable 

Surpl 


The Pump Company is_ without 
doubt the more valuable and greater 
earning property. The company has 
no bonds or obligations of any kind 
other than current accounts payable 
and evidently has ample cash resources 
to otsemaaly finance all of its busi- 
. hess requirements, but so far it has not 
made public a detailed financial state- 
ment of its condition. 

It is apparent that the Pump Com- 
pany’s stock for accounting reasons, 
is shown on the National Transit’s 
books at cost, but as a matter of fact, 
is also worth considerably more, and 
if the shares were placed on the open 
market would be entitled to sell above 


1916 
$ 8,160,823 
3,590,135 
37,359 
13,330 
976,378 
333,852 


$13,111,878 


1918 1917 
$ 8,157,484 $ 8,137,442 
3,673,611 4,404,802 
7,408 38,363 
178,777 
174,225 
523,404 


$13,457,012 





$ 6,362,500 
2,630,057 
449,891 
336,371 
3,678,193 


$13,457,012 





$13,111,878 


nam 


$13,106,788 








1916 were $2.37 a share, compared to 
$1.61 a share in 1917. 

Income account for 1918, however, 
was augmented by an initial dividend 
of the Pump Company declared last 
April. With a big market awaiting its 
products and expectations of lower 
operating costs, it would seem that 
both the Pump and Pipe Line Com- 
panies should do very well during the 
year of 1919 and continue to increase 
earnings thereafter. 

Dividends 
Little official data is available show- 


ing dividends paid before dissolution 
of the Standard Oil Company of New 
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Jersey in 1911, as that corporation 
held in its treasury nearly all of the 
capital stock. Since 1911, however, Na- 
tional Transit has paid approximately 
$13,750,000 in cash dividends including 
the 50% distribution in April, 1916. 


Rates have been as follows: 


1912 12% 
1913 12% 
1914 12% 
1915 8% 
1916 54% 
1917 8% 
1918 16% 

In April, 1918, the Pump Company 
declared its initial dividend and on 
June 15 the Transit Company paid its 
regular semi-annual rate of 50% a 
share and an “extra” of 50c. The 
same distribution was made on De- 
cember 15, making a total of $2 a share 
for the year. 


Whether these “extras” will be con- 
tinued right along it is not possible to 


say, but the following is pointed out 
in this connection for whatever value 


it may have. In May, 1918, when 
Transit announced its “extra” of 50c a 
share, things in a financial way looked 
dark. Regardless of these conditions, 
the “extra” was declared. Again in 
November, 1918, after the armistice 
was signed, when the immediate future 
was full of uncertainties, the company 
announced another “extra.” 

As the corporation is one of the “old 
line” Standard Oils and managed by 
some of the ablest, far seeing men in 
the business world, it would appear 
that the “extras” corresponded to a 
vote of confidence in the future and 
committed the company to a definite 
dividend policy. If the “extras” are con- 
tinued, therefore, National Transit at 
present prices (around $17) is decid- 
edly cheap, as the investment yield 
would be about 12%, which is entirely 
out of line with the average return on 
Standard Oil issues. Based upon a 
business man’s investment yield, which 
is regarded to be 7%, the maintenance 
of the “extras” should justify the stock 


selling nearer $30 than at present 
prices. 

Another interesting angle to the sit- 
uation is the possible distribution at 
some future time of the valuable Pump 
Company stock, held in National Tran- 
sit’s treasury. The Pump Company 
has 101,800 shares of $25 par value, 
compared to National Transit’s 509,000 
shares of $12.50 par value. It will be 
noted that the number of Pump Com- 
pany’s shares is one-fifth those of the 
present corporation and it is considered 
within reason that the Transit direc- 
tors may decide one of these days to 
distribute this stock on the basis of 
one share of Pump stock for every five 
shares of Transit. 

Transit is considered to be very 
closely held and is dealt in “over the 
counter” like most of the other Stand- 
ard Oil issues. One of the largest 
owners of Transit is the Rockefeller 
Foundation. In this great institution’s 
annual report for 1917 is shown a 
schedule of securities held for invest- 
ment and among them is 126,481 shares 
of National Transit or slightly more 
than 25% of that company’s entire is- 
sue. These holdings are shown at a 
“cash valuation” of $3,604,708.50, or an 
indicated value of $28.50 a share. 

Transit sold at a high of $21 in the 
fore part of 1917, but later declined to 
a low of $12 in sympathy with the gen- 
eral market reaction in that year. The 
price gradually moved upward during 
1918, until a high of $18 was reached, 
and while Transit is “slow” market- 
wise, yet its advances are usually of 
a substantial nature. 

It has held around present figures of 
$17 for some weeks with very little 
stock reported as changing hands, but 
it has already displayed its capacity 
for climbing to higher levels and as a 
conservative “business man’s invest- 
ment with possibilities of profit, we re- 
gard it most favorably. 

Buying Transit means traveling in a 
business way with “Standard Oil” 
and to quote, in effect, what the senior 
Mr. Rockefeller is reported to have 
often said, “All who come with me 
prosper.” 





MINING 


Exit Mines of America—Enter Dolores 


Esperanza 


Do Prospects Justify the Assessment?—Intrinsic Worth 
Versus Miscellaneous Handicaps—The Future 





By A. A. KERN 





who held their shares at 

around five dollars a share and 
upward until a low price of “one penny 
bid” was reached about midday on Feb- 
ruary 19, 1919, may well ask them- 
selves why a well sponsored and other- 
wise promising company should go 
completely “on the rocks,” just when 
they had a right to expect that their early 
hopes were about to be realized. 

The complete answer is: “Too little 
money; too much Carranza!” 

An interesting sidelight on the com- 
pany’s troubles was published by a prom- 
inent daily in the following words: 

“Arthur C. Train, lawyer and au- 
thor through his attorney, James N. 
Rosenberg, brought an action in the 
Federal District Court recently to 
restrain the Mines Company of 
America from carrying out a plan 
for the reorganization of the com- 
pany by assessing the stockholders 
two dollars a share to pay the debts 
of the company. 

“All of the mines of the company 
are in Mexico, and because of the 
unsettled condition of the country it 
is said that it has not been possible 
to work them since 1911. Mr. Ros- 
enberg said that the debts of the 
corporation were about $400,000, 
and that the assessment sought 
by the Reorganization Committee 
would amount to more than $1,750,- 
000. He also said that conditions 
in Mexico were becoming more 
settled and it was thought mining op- 
erations could shortly be resumed.” 
Ah, here we see that lawyers are 

not mining men; neither are they 
financiers. For emphasis let us re- 


HE unfortunate stockholders of 
TT Mines Company of America 


at, “He also said that conditions in 

exico were becoming more settled 
and that it was thought the mining 
operations could shortly be resumed.” 
With what? With cash is the answer. 
But the balance sheet as of December 
31, 1917, showed cash of only $42,956.72. 
It would pay about one week’s expenses. 

So some new financing is absolutely 
necessary in order to obtain cash. A 
bond issue would have been a prior 
lien on the property, which would put 
stockholders further away from re- 
ceiving actual cash returns upon their 
investment. Besides no outside credit 
could be obtained for a company in the 
position such as this one is in. For 
that reason, an assessment is necessary. 

Mexican Situation Hopeful 

The Villistic and Carranzistic fac- 
tions (and others which cropped up 
every once in a while) played havoc 
with the different properties of Mines 
Co. of America as well as other com- 
panies. In fact, so much destruction 
was wrought, that the officials decided 
to suspend operations. With the con- 
clusion of the World War conditions 
in Mexico turned for the better. 

With these changes, directors be- 
came hopeful. Negotiations were im- 
mediately opened with the hope that 
resumption of operations can be the 
result. Soon after an announcement 
was made to the effect that the Mines 
Co. of America was to be reorganized 
under the name of the Dolores Es- 

ranza Corporation. Each old stock- 

older upon a payment of two dollars 
per share would receive one share of 
the new corporation. This assessment 
is payable in two equal instalments, 
the last due July 7, 1919. 

The issue of stock will be 864,802 
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shares of a par value of two dollars. 
This will net $1,729,604 of which $600,- 
000 will be paid to the old company for 
the property ; $500,000 will be used for 
the reopening of the mines and pro- 
vide for additional electric equipment 
and milling capacity; and the re- 
mainder will be used for the establish- 
ment of a working capital fund. 

The indebtedness of Mines Company 
equals about $552,000 and interest. 
This debt must be paid so that Dolores 
Esperanza may have a free and clear 
title to the property. 

Earning Power of Properties 

That the revolutionary disturbances 


Esperanza Gold Mining Co., El Rayo 
Mines Co., Creston Colorado Co., and 
La Dura Mill & Mining Co., as well as 
the Consuela Mining, Milling & Power 
Co. The map herewith shows the loca- 
tion of the properties. These com- 
panies have ore reserves blocked out 
which equal $6,506,675 figuring gold at 
twenty dollars per ounce, and silver at 
ninety cents per ounce. 

There is little doubt that the new 
Dolores Esperanza Corporation has an 
excellent property. The vein systems 
consist of prominent rhyolite dykes in 
andesite. The values in the ores are 


approximately 45% silver and 55% gold. 














Mines Company OF AMER! 
PROPERTIES 


Mexico. 











had a telling effect upon the property 
is clearly indicated by the fact that 
during 1910 and 1911 tons milled 
equalled 581,014 with an operating 
profit of $1,933,052.65 and during 
1916 and 1917 tons milled equalled 14,- 
550 which showed a loss in operation 
of $239,865.66. The 1910-1911 profits 
showed what the properties can do 
under normal conditions in Mexico. 
The Mines Co. practically owns all 
of the Dolores Mines Co., Chihuahua- 


The mine of the La Dura Mill & Mining 
Co. also shows 9%4% copper and 444% 
lead. The total territory is equal to 
somewhat over 3,000 acres, and a surface 
right to 16,250 acres is also held by the 
La Dura Mill & Mining Co. The forced 
suspension of operations has not dimin- 
ished the values in the mines. 

During December, 1914, heavy rains 
occurred in western and southwestern 
Sonora. The Yaqui River overflowed 
and caused material damage to the 
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and others of note. What is the in- 
ference? These men are behind the 
=| large producers of copper. They are 
men of international repute who have 
made for themselves names which are 
linked with going and profitable con- 
cerns. With the mines on the north- 
ern side of the Rio Grande, the stock 
of Mines Co. would now be selling 
around Ray Consolidated, Nevada Con- 
solidated and possibly Chino. 

In the previous cases where assess- 
ments were paid, it proved to be ad- 
vantageous to the stockholder who 
participated in the reorganization. 
Company after company found them- 
selves in bad straits and after an as- 
sessment straightened out their affairs 
so that now they can combat all un- 
seen troubles successfully. 

Mexico is a rich country, rich in oil 
and in ore. Wonderful opportunities 
are offered to enterprises of merit 
which are strong enough to weather 
the Mexican gale. Dolores Esperanza, 
with its extensive and profitable prop- 
erty, with a working capital big enough 


property. The mines are flooded and 








Millions of Dollars 














the water must be pumped out before the 

operations can be resumed. 

Should the Stockholder Participate? 
When a stockholder looks over the 

list of directors of the company, he 

sees W. H. Aldridge, W. B. Thompson 


to start right, should prosper under 
normal conditions, which are expected 
in the near future. Participation by 
stockholders in the reorganization 
should prove advantageous for a long 
pull. 














HIS “FINANCIAL BIBLE” 


THE MAGAZINE oF WALL STREET, February 23, 1919. 

New York City, N. Y. 

Gentlemen : 

Kindly send me THe MaGazine or WALL Street for one year. En- 
closed find check. 

The other day I had occasion to borrow from my bank, and in look- 
ing over my list of collateral, the official of the bank remarked that I had 
an unusually strong and exceptionally well deversified list of bonds. He 
complimented me upon my judgment. I received the compliment as 
modestly as possible, but I felt like saying: “Do not give me the credit 
—it belongs to Taz Macazine or WALL Senne.” 

Five years ago I was buying all sorts of stocks without a preliminary 
investigation, and had saved nothing after having been in practice eight 
years. In the last five years, however, I have made your publication my 
“financial bible,” stopped buying penny mining stocks and any old thing 
that tipsters told me to buy with the result that I have put aside over 
twenty thousand dollars. No wonder I wish to have THE MAGAZINE OF 
WALL STREET coming to my office every fortnight. 

Very truly yours, 
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UNLISTED SECURITIES 


Underwood Typewriter’s Steady Growth 


Equities Increased Yearly—Policy of Standardization—In- 
vestment Position of Common and Preferred Issues 





By A. U. 


RODNEY 





NDUSTRIAL miracles are the 

rule rather than the exception 
Car) in the American business field. 
=——<— Among such notable examples 
of tremendous business growth in the 
United States as the automobile, the 
telephone and many others, the type- 
writer business is entitled to its share 
of the honors. In each field where 
there has been a mushroom-like 
growth two or three companies always 
turn out as the especially successful 
ones, and Underwood ranks among 
these. Its growth in face of a “trust” 
dominating the field has been remark- 
able. A little over a decade ago prac- 
tically the whole typewriter field was 
in the hands of the Union Typewriter 
Company, commonly known as the 
“typewriter trust.” The Underwood 
Company decided to overcome these 
obstacles by giving the public some- 
thing better for their money and main- 
taining a policy of quantity production, 
good quality and as low a price as pos- 
sible for the product. Underwood 
Typewriter’s growth has been sub- 
stantial. What then is the position of 
its securities? 

Its Years of Growth 


In 1910 the present Underwood 
Typewriter Company took over the 
property, business assets and good will 
of a New Jersey concern of the same 
title, which had been incorporated in 
1903 as a consolidation of the old 
Underwood Typewriting Manufactur- 
ing Company and the Wagner Type- 
writer Co. The new company’s busi- 
ness covers not only the manufactur- 
ing and selling of the machines bearing 
the name ‘ Underwood,” but also an 
extensive business in the manufacture 
and sale of typewriter supplies and 


accessories, bookkeeping machines and 
other office machines. 

A large factory is operated at 
Hartford, Conn., and more than 240 
branch and sub-branch offices are 
maintained throughout the United 
States. 

Underwood has adhered throughout 
its business career to the policy of 
manufacturing and selling one type of 
machine only and making that a good 
one. In the typewriter field, as in the 
automobile field, some companies have 
made a large variety of models of 
which some are successful and others 
are not, so that part of the profits 
from sucessful ones go into the losses 
of the unsuccessful. Underwood 
stands or falls on its one model, and 
it has turned out that the company 
has been successful in this specializa- 
tion. 

Capitalization and Earnings 

A sound conservative structure is 
the basis of Underwood Typewriter’s 
financial growth. With an original 
capital stock of $5,000,000 7% cumu- 
lative preferred and $9,000,000 of com- 
mon, par value $100 the company’s 
needs were well cared for. Through 
the operation of a sinking fund provid- 
ing for the retirement of $100,000 of 
preferred stock per annum, preferred 
shares have been reduced to $3,900,000. 
High credit has enabled the company 
to finance loans, notes and accounts 
payable without creating a bond issue, 
so there is no funded debt. 

In the years 1910-1917, the company 
earned an average of $1,575,791 annu- 
ally in net profits, which is equivalent 
to 33.35% per annum on the preferred 
stock, or about 14.70% on the common 
after preferred dividends. 
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Underwood typewriter has shown a 
steady growth from the time of its in- 
corporation to date. With the excep- 
tion of one bad year in 1914, operating 
profits have been consistently over one 
million dollars. In 1915 they amounted 
to $1,464,787; in 1916, $2,548,671, and 
in 1917, they jumped to $3,102,226. Net 

‘income has shown an appreciable in- 
crease also. In 1915, it was $1,336,586; 
in 1916, $2,379,708 and in 1917, $2,527,- 
566. These amounts are equivalent to 
earnings of 29.70% on the preferred in 
1915, 59.49% in 1916, and 64.37% in 
1917, and on the common of 12% in 
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1915; 24.43% in 1916, and 26.20% in 
1917. Business was very dull in 1914, 
but immediately thereafter, began to 
pick up until the company ended the 
most successful year in its history last 
December 31. 
The 1918 Year 

For the fiscal year ending December 
31, 1918, operating profits increased 
nearly $1,000,000 over the previous 
year to $4,020,436. Total income 
reached $4,230,753, and a net income of 
$2,403,846 was shown, after all charges 
including a bonus for employes under 











the profit sharing plan and a reserve 
for federal income and excess profits 
tax, of $1,250,000 as against $500,000 in 
the previous year has been provided. 
The surplus carried forward each year 
has always been good. In 1917, $980,- 
652 was transferred into the surplus 
account and in 1918 this amount was 
increased to $1,157,346. The company’s 
surplus account is in excellent shape, 
and in 1918, showed $7,926,138 against 
$6,525,000 in 1917. 

Balance sheet facts bring out the in- 
herent strength of the company at a 
glance. Working capital showed $4.- 
193,364 in 1911, representing 33% of 
the entire capitalization. In 1917, this 
had been increased to $7,873,660, about 
64% of the capitalization, and in 1918, 
working capital showed a further re- 
markable increase. Current assets 
amounted to $13,637,808 against cur- 
rent liabilities of $4,164,378 giving a 
net working capital of $9,473,430. The 
cash account is also in an enviable po- 
sition. When the company started it 
had only $424,834 in the bank. In 1917, 
this amount was increased to $1,687,699 
to which must be added $1,324,229 in 
United States bonds and notes, which 
are the equivalent to cash. The 1918 
year again shows further improve- 
ment as cash in the bank amounted 
to $1,651,588 and investment in United 
States Government bonds and notes 
was increased by over $2,000,000 to 
$3,865,156. Inventories showed a small 
increase over 1917.- In that year they 
were $3,909,650, and in 1918, $4,371,- 
604. This is a conservative increase 
for the volume of business done, and 
is particularly encouraging in the light 
of the present business situation, as 
the Underwood Company has avoided 
as far as possible piling up large stocks 
of materials bought at high prices, 
which will have to be written off at a 
loss sooner or‘later when the price of 
materials come down. 

_ The item of good will which has con- 
sistently been carried at $7,995,720, 
represents about ten dollars a share 
applicable to the common stock. Un- 
doubtedly the good will, patents, etc., 
of the Underwood Company are worth 
very close to that sum, for if the com- 
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pany as a going business should sell 
out, that much and more would have 
to be paid. Still if we eliminate this 
item, the net tangible assets applicable 
to the common stock, are equivalent 
to eighty-three dollars per share. Con- 
tinually adding to this item every year, 
should in time show net assets con- 
siderably in excess of the selling price 
of the stock. 
The Future 


That Underwood has, been “war 
prosperous” cannot be denied, and it 





peace prosperity for that matter, Un- 
derwood has strongly intrenched itself 
and should be able to meet an era of 
intensive competition. Its product is 
in good demand and there is no reason 
for a very large falling off in business 
in the future. 

The preferred stock is a very sound 
investment issue, and is entitled tq a 
high rating. The dividend is assured 
in good timés or bad, and holders of 
this issue have little cause to worry. 

There is no reason why the 6% divi- 











UNDERWOOD TYPEWRITER 
Comparative Income Account 


Operating 
Profits 





Total Net 
Income Income 
$1,007,824 
1,277,596 
1,733,118 


Surplus 
$745,324 
672,596 
1,043,118 
985,004 
17,397 
679,836 
1,694,488 
1,308,316 


2,624,190 


3,271,971 2,527,566 











will not be surprising to see smaller 
earnings next year. During the war 
its plant was taxed to capacity to 
supply the extraordinary demands of 
the Government on the one hand, and 
ordinary business, on the other. In 
1917, total sales to customers exceeded 
all records of previous years, and 1918 
was even better. 

The company had its labor troubles 
in 1918 in common with all manufac- 
turing enterprises, and wages had to 
be increased steadily to meet the 
competition of munition plants in 
neighboring districts. 

Through its war prosperity, and 


dend on the common should not be paid 
regularly. Last year the fortunate 
holders of this security received 5% in 
extra dividends, and while it cannot be 
predicted that “extras” will be paid 
this year, if earnings approximate the 
1918 total something extra should be 
given. If the company continues the 
rate of growth that it has enjoyed dur- 
ing the past eighteen years, a dividend 
increase would undoubtedly be in 
order. The common stock around 
curr“at levels is entitled to a good in- 
vestment rating and its possibilities 
for the future, while not spectacular, 
afford encouragement. 





The Searchlight 


The Gold Bricks of Spanish Castles—Building the Invest- 
ment Structure On Sand Foundations—The ‘*Why’”’ 
and ‘‘Wherefore’’ of Promotions 





By “QUIZZ” 





HE following letter came to the 
Inquiry Department of THE 
MAGAZINE OF WALL Street this 
week: 

“I have your letter of recent date in reply 
to my request for the names of several re- 
liable and dependable curb brokers, and am 
very much disappointed in same. It seems 
strange that with your supposed knowledge 
of the field you can name only two houses 
neither of which is prominent in curb 
transactions. Do you mean to intimate that 
all the representative houses who do the 
large volume of business are unreliable or 
is it that your interest is in your advertisers 
rather than your subscribers. The latter 
appears to be the case inasmuch as the two 
you name are the only curb brokers whose 
‘ad’ I find in the Magazine.” 

This letter leads us naturally to the 
fountain-head of all the trouble, and it 
will give the writer some pleasure to 
answering this subscriber in careful 
detail, but before doing so we will be 
sufficiently inquisitive to ask him a few 
questions. 

Do you realize that it is not only a 
serious matter, but an overwhelming 
responsibility to recommend anyone? 

Do you realize that when the recom- 
mendation is given, you are’ at the 
mercy of the other man, not only so 
far as your funds are concerned, but 
also likely to be influenced bv the 
stocks—or the gold bricks—he hanu‘es? 

Do you realize that a recommenda- 
tion carries with it a vote of confidence 
in the broker’s judgment, good faith, 
financial responsibility, and conservative 
methods of handling his customers? 

Do you realize above all, that when 
THE MAGAZINE OF WALL STREET recom- 
mended the two brokers concerned, they 
did not guarantee that these people were 
“prominent” in curb transactions, and 
that the recommendation carried with it 
this implied assurance: “We would en- 
trust these people with your money as 
we would allow them to handle our own 
funds?” 


The Vital Question 

When you wrote the above letter and 
gave it to us “hot off the coals” you did 
not realize, Mr. Subscriber, that you 
were asking us a question which we have 
been trying to solve for twelve years or 
more. Your specification for a broker- 
age house is more than ordinarily diffi- 
cult since you insist upon a broker who 
must not only be dependable and reliable, 
but also prominent in curb transactions. 

What are the qualifications of a de- 
pendable, reliable and prominent curb 
broker? 

He is primarily a dealer on commission 
only, or interested as a specialist, or may 
be sponsoring an “outside” curb issue, or 
be a combination of two or more. He 
might be a member of one of the minor 
exchanges such as the New York Con- 
solidated Exchange, or belong to an or- 
ganization like the New York Curb 
Market Association, neither of which is 
entirely a guarantee that he is without 
blemish. Such membership is undoubt- 
edly a good factor, but it may be coun- 
terbalanced by other unfavorable fea- 
tures. These might include: 

(a) A partiality for “pups” of doubt- 
ful pedigree. 

(b) A financial rating which might 
be “respectable” but not comfortable 
(at least so far as the customer is con- 
cerned). 

(c) Lack of seasoning in the field. He 
might be a newcomer whose worth re- 
mains to be proven. 

(d) Unfitted by training and experi- 
ence of the market to advise the cus- 
tomer, or at least prevent the cus- 
tomer from handling those heavily gilded 
bricks whose real “innnards” are only 
discernible to the eagle eye of the man 
thoroughly ‘trained to see under the 
crust. : 

The great army of “dealers in unlisted 
securities” very unfortunately includes 
hundreds (if not thousands) of firms 
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who do not belong to any exchange what- 
ever, and are not under the control of 
any supervisory body. They are “free- 
lances” in the business of selling “securi- 
ties” and more unfortunately for the 
average investor, a sizeable percentage 
of them deal in those scintillating bricks 
of gold, out of which the unwary inves- 
tor with his dreams of “Castles in Spain” 
builds his frail investment structure. 

The realization comes when his 
“Spanish Castle” crumbles like the 
mythical “House of Usher,” described 
by Edgar Allen Poe (which by the way 
would repay a careful reading). Not 
until then is the truth brought home that 
foundations should be built of rock, 
steel or concrete instead of sand, prom- 
ises, and reckless statements that never 
had a chance of materializing. 

Who hands out the gold bricks of the 
“Spanish Castles,” which make good ma- 
terial for dreamy fancy of affluence on 
a shoe-string, but poor structures in 
which to rest the weary bones of old 
age when the time comes to exchange 
dreamy fancy for cold fact? 


Who Hands Them Out? 


Mr. Subscriber, we invite you to look 
over the market letters, the boost litera- 
ture, the confidential assurances, solemn 
promises, and other documentary evi- 
dence of many brokers prominent in curb 
‘ransactions, supposedly dependable and 
reliable, which have been issued during 
the past two ager 
- We havea file of the majority of these, 
Mr. Subscriber, all emanating from the 
offices of prominent houses. Would you 
care to look them over, and then tell us 
whether “prominence” is a desirable or 
in undesirable factor? 

The Value of Market Letters 


The writer was asked by a subscriber 
whether he should read or act upon the 
large number of market letters he re- 
ceives. The answer was “Read them by 
all means; they are entertaining, and 
sometimes, informative. Do not act upon 
them.” 

Is it not strange, for example, that the 
majority of market letters written by 
“prominent” houses are always optimis- 
tic, on any stock, at any time, at any old 
price? 


Why this weird enthusiasm? Why 
this boundless confidence in each and 
every mining, oil, rubber, motor, ex- 
plosive, dyestuff, or in fact any old com- 
pany which issues stock to be sold. 

Study the arguments used at any spec- 
ulative stage of the career of any stock 
you can think of, and note how it was 
recommended for investment when it 
was high, and when it was low. Note 
how, when it is approaching the expiry 
stage, it is recommended with even 
greater ardor because it is “cheap.” 

Does the “prominent” house letter 
writer ever take you by the collar and 
say, “Mr. Subscriber, you have a twenty 
point profit in Unreliable Oil, better take 
your profit*’” Or does he say, “You 
bought Touchstone Tire on our advice 
at 20; it’s now too high. Better sell!” 

He does not. He tells you with every 
emphasis at his command, by market let- 
ter and special letter, by night telegram 
or other telegram that Unreliable Oil and 
Touchstone Tire having gone up, the 
clear indication must inevitably be—it is 
going higher! Conclusion: “Buy some 
more—always buy, buy, buy!” 

The prominent broker seldom says, 
“Sell, sell, sell!” 

Tae Macazine or WALL Street has 
found itself unable, much to its regret, 
to include “prominence” as conclusive 
evidence of dependability or -reliability. 
It is more often a disadvantage, as any- 
one well informed in the ways of Wall 
Street well knows. The reasons may be 
given in another chapter. 


Wanted—A Reliable, Dependable 
Broker 


Not only this subscriber but many. 


thousands of others including THE 
MaGAZINE OF WALL STREET invite re- 
liable, dependable curb brokers to meas- 
ure up to our standard of “reliability and 
dependability.” The test is a severe one, 
and we do not accept the advertising of 
any brokerage house that does not come 
up to standard. 

So long as our subscribers and readers 
find fault with us for being hyper-critical _ 
on this score, we cheerfully accept their 
censure, and will continue to “stand by 
our guns.” If we can add to our list of 
dependable, reliable brokerage houses, 
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particularly those who deal in curb se- 
curities, we would gladly do it in the 
interests of those who are badly in need 
of such services. We will hold the above 
letter on file very carefully and send the 
writer, and all others who ask us to 
recommend “a reliable, dependable curb 
broker” such additional names of firms 
whose qualifications are such that we 
would not hesitate to do business with 
them personally, and entrust our personal 
funds to their keeping. 

The principle qualifications are: 

1. Financial responsibility commensu- 
rate with the business handled. 

2.A working capital in cash suf- 
ficiently large to make the firm in- 
dependent of the support of banks 
and others. 

3. Proof that the firm does not specu- 
late for its own account. 

. Proof that it actually buys and sells 
customers’ stocks on “the open mar- 
ket,” giving up the name of the 
buyer and seller and the hour of 
sale in each case, i. e., does not 
“bucket” the orders. 


. An inspection of such firm’s books, 
vouchers, and other documentary 


proof to establish to our entire 
satisfaction that jt is doing its busi- 
ness strictly “on the level.” 

6. Authority to inspect the above 
whenever we desire to do so. 

7.Proof that the business is con- 
ducted in a strictly ethical, legiti- 
mate, and businesslike way. 

8. Proof that its advices are conserva- 
tively given, only in the interest of 
its customers. 

9. Proof that securities are correctly 
labelled, or that offerings go out 
bearing the tag which belongs to 
them, namely “a conservative in- 
vestment,” “an investment,” “a 
speculation,” “a gamble,” or “a mere 
flier.” 


If they deal in the last two named, or 
wrongly include securities belonging fo 
that class in any other class, their corre- 
spondence or credentials are unwelcome, 
even though they might measure up to 
all our other standards in every respect. 

We have a large prospective field to 
offer brokers in good standing as per 


our own specifications, and it is a matter 
of regret to us that we have to be “so 
darned particular,” but you see we are 
jeopardizing other people’s money when 
we give a recommendation, and we have 
built up a good reputation by being par- 
ticular. 

As for our irate subscriber, who was 
dissatisfied because we only recom- 
mended two brokers, and advertisers at 
that, we trust he will place himself in our 
position and try to cooperate with us in 
his own interests by making some fur- 
ther suggestions after he has read this 
explanation. 

he author knows of his own knowl- 
edge that THe Macazine oF WALL 
STREET rejects offers of advertising, 
which sometimes come in a veritable 
flood during active markets, and at all 
other times, representing many thou- 
sands of good dollars annually. The na- 
ture and reasons for these rejections 
would be regarded as “finnicky” by any- 
one unfamiliar with the field, but they 
may be summed up in the single rule: 
“We cannot accept the advertising of 
those firms with whom we would be un- 
willing to place our own funds.” 

There is a reason—in fact very many 
reasons, but the writer believes that the 
subscriber may take it for granted that 
many years of experience is behind those 
reasons. As Old Gorgon Graham the 
“Self-made Merchant” said to his son, 
“The fellow who asks me that question 
would hardly understand the answer,” 
meaning that the old man’s fifty years in 
the business world was back of the de- 
cision. 


A Good General Rule 


As a general rule, which is almost 
without any exceptions, every firm hav- 
ing membership on the New York Stock 
Exchange (such membership costing 
from $70,000 to $80,000 per seat), in 
good standing, will buy and sell curb 
securities upon a cash basis. Few, if 
any, will carry them on margin. 

Every bank will buy and sell securi- 
ties for its customers upon a cash basis, 
and if the subscriber is not interested in 
“margin” speculation, he cannot do bet- 
ter than transact the business through 
his own bankers. 
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Prominent WallStreet Men I Have Known 








More or Less Intimately 





By J. ARTHUR JOSEPH 





HERE are many ways of mak- 
ing money in Wall Street, as is 
illustrated by the following 
fact: In May, 1905, the Hippo- 

drome was giving a gala performance, 
limited to one Saturday night. On the 
previous Thursday, Louis Weir, Presi- 
dent of the American Express Com- 
pany, was on the Sixth Avenue Ele- 
vated going to business. John W. 
Gates, riding on the same car, espied 
the executive of the transportation cor- 
poration, hurried over to him, and in 
his usual vivacious manner said, 

“Louis, what are you going to do on 
Saturday night?” 

Weir answered, “I am having a din- 
ner party at my house, John, but why 
do you ask?” . 

The steel and wire magnate replied, 
“Well, I have reserved a box for you 
at the Hippodrome. Can’t you bring 
your folks over? Never mind if it 
shall be a little late, the show will be 
well worth seeing—don’t miss it.” 

Mr. Weir was profuse in his thanks, 
and the following day he received eight 
tickets, admission to the proscenium 
box. On Monday morning, when he 
reached his office, he found a letter 
from Mr. Gates’ secretary, enclosing 
a bill for five hundred dollars for the 
box. Nonplused, Weir went over to 
the Trinity Building and saw Gates 
and said, 

“John, is there not some mistake? 
Why has this bill been sent to me for 
$500? I understood that you were pre- 
senting me with the box.” 

“Presenting you with a box ona gala 
night? Why, Louis, you couldn’t ask 
a thing like that even from your own 
brother! I thought I was serving you 
in getting you in. You assuredly can- 
not object to paying that?” 

And Weir did, but vowed he never 


would be caught twice by any Hippo- 
drome, or other trick. 
*x* * * 

Captain Libaire was particularly 
sensitive about his hearing. He was 
deaf—or at least the members of the 
board believed such to be the case. 
One morning, Fred Rook, a fellow 
member, who was hard up, said to 
Libaire, 

“Captain, won’t you please lend me 
one hundred dollars until Saturday?” 

Libaire, placing his auricular append- 
age in his left hand, asked, “What was 
that you said, Rook?” 

Fred answered, “I asked you to lend 
me a couple of hundred dollars until 
Saturday.” 

The Captain flashed back, “You said 
a hundred a minute ago, and I like a 
man of his word—be honest”—and he 
went off in high dudgeon. 

* * * 

The late James Rascovar was 
“Jimmy” to everybody in and out of 
Wall Street. He began his career in 
the late seventies. He was then a boy 
seeking a position, and he dived down 
into the subterranean office of the late 
Senator John J. Kierman, of No. 2 
Wall Street, asking for-a job. The 
genial Colonel (he was not then a 
senator), had no immediate vacancy, 
but told young Rascovar that if he 
went over to a certain office, he prob- 
ably would be placed. The boy did as 
requested, came back a few moments 
later ,and said, “I’ve landed a job at 
five dollars a week.” 

The Colonel looked at him and re- 
marked, “Well, if that fellow will give 
you five dollars as a starter, I'll pay 
you six, and begin right away.” 

From that point “J. R.” made ex- 
tremely good, as the colloquism has it. 
He rose rapidly from the ranks, and 
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in his very early twenties he was as- 
sistant manager, later on becoming the 
fountain head of the Kierman’s News 
Bureau. When that organization went 
out of existence, Jimmy founded the 
New York News Bureau. 

Success never dimmed the light of 
human kindness, which was the chief 
quality that Rascovar possessed. He 
lent his ear to every man in the Street. 
The “Powers That Be” recognized him 
as a representative in whom the fullest 
confidence might be placed. From J. 
Pierpont Morgan down to Louis the 
bootblack, it was “Jimmy,—what do 
you think?” 

He died September 26th, 1916, leav- 
ing behind him a host of friends— 
perhaps more than any single indivi- 
dual in this vicinity ever boasted of. 

oo 

There’s a destiny which shapes our 

ends, rough-house it how we may. 


Leon Trotsky, né Bronstein, aspires to. 


be Emperor of all the Russians. How 
he might have been forever buried, in 
the catacomb of oblivion, is herewith 
set forth, as a part of the contem- 
poraneous history of Wall Street. 

A short twelve months before the 
war started, in July, 1914, he applied 
for a position—any post that was va- 
cant, from “runner” to an entry-clerk, 
with the firm of J. S. Bache & Co., 
and was promptly “turned down.” He 
sought to get a position with the New 
York News Bureau. He was agree- 
able, and willing to start at twelve dol- 
lars per week. The interview ended 
abruptly. Trotsky was found to be im- 
possible. “If’—and as Touchstone 
said, “There is much virtue in ‘If? ”"— 
he had only landed either of the jobs 
above mentioned, doubtless he would 
today be but one of the countless mil- 
lions of the unknown, unhonored and 
uncared for. What a strange and fickle 
jade is Destiny! 

* * 

Charles F. Woerishoffer went into 
the old German-American Bank (now 
the Continental Bank of New York), 
when Denver preferred was selling 
around 101, and he said to the Vice 
President, “I just let them have 10,000 
shares of that stock at par.” 


Don’t you think it is going any 
higher ?” asked the officer of the bank. 

“Probably it will,” said Woerishoffer, 
“but I got the stock a few months ago 
for nothing, and a million dollars is not 
to be thrown carelessly away, even in 
these days of Halycon promise.” 

* * * 

We are all more or less the creature 
of circumstance, and even I came near 
making a great deal of money one day. 
I had a call on 2,500 shares of East 
Tennessee, Virginia & Georgia, which 
was then selling around 65. The call 
price was 66. I asked John S. James, 
of Field, James & Co., what was a good 
plan to pursue, and he said, “I'll watch 
the stock, and at an opportune moment 
I’ll sell 1,500 shares.” That afternoon 
he reported to me that he had sold 
that amount of stock at 66%. It 
closed that night at 65%. 

The following morning, Thursday, 
June the 28th, 1888, I was attending a 
meeting of the Lake Shore directors, 
reporting it for Kierman’s News 
Bureau. Charles F. Burgstresser, of 
Dow, Jones & Co. (a member in the 
concern), was also at the Grand Cen- 
tral Depot, and after adjournment 
(there were no telephones in those 


.days, so we sent the report of the 


meeting down by special messengers), 
we walked across to Sixth Avenue, 
stopping at Collis & Levy, who then 
had an office opposite the old reservoir, 
on West 42d Street. Then I hastened 
to catch the Elevated, then run by 
steam. 

Seated near the door was Calvin S. 
Brice, the President of the East Ten- 
nessee, Virginia & Georgia, and he and 
I got into conversation, and in answer 
to my question he said, “One week 
from today we shall hold a meeting 
and shall then put East Tennessee, 
Virginia & Georgia on a 6% basis. 
General Thomas believes that in the 
interval the stock must sell at 90.” 

I could not get down town quickly 
enough. Remember, I was short of 
1,500 shares of the stock at 66. I called 
John S. James from the board, told 
him what my information was, and 
asked, “What do you think ot it?” 
He replied, ‘ 
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“Joseph, my experience has taught 
me never to spoil a pudding in the 
making. Now you are short of 1,500 
shares against a call on 2,500 shares. 
Ergo, if the stock goes up, you will be 
long of a thousand. If it goes down, 
then you have got the bulge on your 
outstanding line.” 


I demurred a moment, and Mr. 
James added, “I see what it is, you 
don’t want to lose the prospects of 
making it all. Well, if you say so, I'll 
cover your outstanding line.” I gave 
him the order so to do. He bought 
it in at 64%, just at the close of the 
day. 

At 3:15 P. M. there came a flash 
from Cincinnati that the Harper Pool 
in wheat had “busted.” Cyrus W. 
Field was very heavily interested in 
the cereal, and was likewise long of 
the stock market up to his eyes. The 
bank with which he was connected at 
Bowling Green could not go through 
the Clearing House that night, on ac- 
count of its overdrawn position. Mr. 
Field rushed up to Irvington on-the- 
Hudson, and sought the aid of Mr. Jay 
Gould, who loaned him $5,000,000, but 
with the understanding his’ specula- 
tions marketwise should peremptory 
stop. Field, who was then protecting 
Manhattan “L” shares had an open 
order with William P. White & Co., 
of which Arthur Claflin was a partner, 
es: 10,000 shares of Manhattan at 
1 


At the opening, the following morn- 
ing a transfer of that amount of stock 
was made for the account of Cyrus W. 
Field, who was in no position to take 
care of it. The stock broke rapidly 
to 114. As soon as Mr. Field was noti- 
fied what had been done for his ac- 
count, he again sought Mr. Gould at 
his office, 195 Broadway, and threw 
himself on his knees and begged, for 
old acquaintance sake and for all that 
the past stood for, that Mr. Gould 
should help him out once more. Mr. 
Jay Gould did, by sending in the 10,000 
shares to W. E. Connor & Co., at the 
purchase price. The stock was then 
selling around 90. 


East Tennessee, Virginia & Georgia 


did not open until late—the best bid 
was 21, offered at 23. It closed that 
night, offered at 20. So you see, be- 
cause of my hoggishness, I was $70,000 
out. East Tennessee, Virginia & 
Georgia went into bankruptcy, so that 
if I had stayed short of the 1,500 orig- 
inally put out, I could have cleaned up 
every penny that there was in the 
shares. 

Some people make money through 
blind luck, as was the case with Charles 
F. Woerishoffer and his Denver pfd. 
Others lose wealth through sheer 
stupidity, or shall I say, avarice? 

* * * 


Jesse Wassermann was spending 
the week end up at Saratoga, when he 
met Isidore Wormser at the club run 
by Richard Canfield. It was over a 
friendly game of poker that Wormser 
noticed a very handsome emerald ring 
that Wassermann wore on his finger. 
The admiration for the gem ran so 
high that Jesse said, 

“You like it, Isidore? If so, you can 
have it,” as he pushed the jewel over. 
Wormser protested that it was too 
much, but Jesse insisted that he should 
take it. 

“Vell,” said Wormser, “I vant to 
do someding for you, Chessy—pye 
yourself 500 Whiskey tomorrow morn- 
ing, and I will guarantee you against 
any loss.” On Monday morning 
“Distillers” opened around 50. By 
noon it had fallen a number of points. 
After luncheon, Wormser, all excited, 
espied Wassermann on the floor, 
rushed over to him, and said, 

“Vere have you peen all day? Take 
back your ring—my Bruder Simon 
says I mustn’t vare it.” 

Mr. Wassermann took the emerald- 
mounted circle and said, “I am sorry, 
Isidore, very sorry—and, by the way, 
it may interest you to know that I 
did not buy that Distillers this morn- 
ing. The market looked so weak that 
I thought.a break in the price was 
imminent, so I concluded to hold off.” 

“Goot Got,” almost breathlessly ex- 
claimed Isidore, “neither me nor Si 


imon 
knew that! Vy didn’t you tell me 
earlier?” 
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9% Del & Hudson " > Unite ruit 
8% Diamond Match ... 2 % Q Feb. : tse ras ag yl =. 
U S Steel, c 
-US Steel, c ext... 


bo 
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E 
7% Eastern Steel, ist p 14% Q Mac. 
7% Eastern Steel, 2d p 14% Q Mar. ° 
10% Eastern Steel, c.... 2K%% Apr. 4 7% Woolworth, F W, p 14% Q Mar. 
ext—Extra dividend. 
Tipe” e—Payable in common stock. 
15 xx—Payable in Liberty Bonds. 
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R. R. and Industrial News and Comment 





Note.—The Railroad and Industrial Digest, Notes on Public Utilities, Oil Notes and 
Mining Digest, contain condensations of the latest news regarding the companies men- 
tioned. The items are not to be considered official unless so stated. Neither THE 
MAGAZINE OF WALL STREET nor the authorities for the various items guarantee 
them, but they are selected with the utmost care, and only from sources which we have 
every reason to believe are accurate and trustworthy. Investmemt commitments should 
not be made without further corroboration.—Editor. 
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B. & O. Operating Forces Reduced 

Reductions in the operating forces are be- 
ing made to meet the changing conditions 
in the transportation onek Officials at 
Baltimore said there had been no drastic 
laying off of employes at Baltimore and 
other points on its lines, but that the cut- 
ting down process was being done gradually, 
so as not to interfere with the efficient 
handling of trains and the prompt movement 
of trafhe. The idea is not to cripple the 
service rendered the public in any way, but 
merely to do away with a surplus of em- 
ployes at a time when freight traffic was 
showing a marked reduction as compared 
with a few months ago. 


Erie Estimates Equal 9% on ist Pfd. 

On the basis of the standard return certi- 
fied by the Commerce Commission, earnings 
should show $4,437,036 net, or a little more 
than 9% on its first preferred stock. 

In this estimate no deductions have been 
made for payments on equipment obliga- 
tions, which will amount to about $2,500,000 
a year. The company is also confronted 
with the necessity of financing additions 
and betterments, made but unfunded as 
capital charges. Earnings, therefore, do not 
mean that Erie is in a position to pay divi- 
dends. 


New Terminal Proposed for Ill. Central 
Property 

Chicago Railway Terminal Commission 
has outlined a plant for a handsome and 
commodious railway passenger terminal for 
the company in Michigan avenue, south of 
Thirteenth street, which will provide an en- 
trance for 20 railroads, or for all of the 
roads coming into the city east of the river. 
The commission believes the construction 
of this station, and the subsequent improve- 
ments which will follow it will be a big step 
toward solving the entire railway terminal 
problem in Chicago. The cost of the termi- 
nal and affiliated improvements is calculated 
at $45,000,000. 


Lehigh Valley Surveys Labor Conditions 
Inquiry at the offices and other eastern 
railroads brought out the fact that “reor- 


ganization” was taking place in the interests 
of economy and efficiency, but it was said 
in all cases that it was simply being carried 
out in the normal course of business, and 
that it was not expected that anything dras- 
tice would be done, although there had 
undoubtedly been a big reduction in busi- 
ness since the end of the war. 

The I. C. C. has dismissed the claim for 
$319,000 against the Lehigh Co. for repara- 
tion on anthracite coal in carloads. 


National Railways of Mexico Needs 
$75,000,000 


No interest has been paid for years on 
the bonds of the National Railways of 
Mexico, the principal and interest on which 
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was guaranteed by the Diaz government 
in return for being given a controlling in- 
terest in the railways company, through the 
ownership of all the common stock. 

It is estimated by those who are most 
familiar with the situation that some $75,- 
000,000 gold will be required to put the 
properties in anything like the financial and 
physical condition thaf they were prior to 
the beginning of the long series of revolu- 
tions under the leadership of Francisco 
Madero. 


New York Central Refuses Western Bids 

John Skelton Williams, Director of 
Finance for the Railroad Administration, 
has not succeeded in finding any bankers 
who will pay the price he has set on the 
equipment trust certificates, which he is 
trying to sell. 

It is understood that the offer which the 
Chicago group made for the certificates has 
been rejected by Mr. Williams. In all, the 
Railroad Administration wants to sell about 
$17,000,000 certificates, of which $8,000,000 
were issued by the New York Central, an- 
other $8,000,000 by the we Central and 
about $1,000,000 by the “Big Four” Railroad. 


Compensation Allowed New Haven by 

dministration 

Compensation while under Federal con- 
trol is expected to be decided. The bill for 
rent presented to the administration con- 
sisted of $16,800,000, which the Interstate 
Commerce Commission reports showed the 
company was entitled to receive, and $2,- 
000,000 additional asked for for capital ex- 
penditures charged into operating expenses 
during the three years ended June 30, 1917, 
the test period. 

Fully 50% of this additional compensa- 
tion, however, has been thrown out by the 
R. R. Administration, and it is believed the 
road will not be able to get much, if any- 
thing, over the bare figures of average net 
operating income, $16,800,000 

In this event, after interest charges and 
taxes, something like $3,200,000 would be 
left for the $157,000,000 stock, or but slightly 
more than 2%. 


Penn to Dismiss 50,000 Employes 
It is the intention to dismiss at least 50,- 
000 employes on the system east of Pitts- 
burgh. The retrenchment applies especially 
to the anthracite coal region. 


Southern Pacific Purchases Important 
Property 
A dream of the late E. H. Harriman was 
realized when the Southern Pacific Com- 
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pany completed purchase of 125 acres of 
level land between its tracks in Visitacion 
valley and the bay shore a mile south of 
Hunter’s Point. 

The price was close to $1,000,000. 

Purchase of the land gives the Southern 
Pacific ownership of the 600-foot San Mateo 
Canal and the Guadalupe Canal and makes 
possible a great transfer center at which 
railroads and ships may meet. 

The shops are near the new property. It 
was reported yesterday the company 
planned to execute Harriman’s plans to 
build long wharves into deep water and to 
carry its rails out to their edges. 

The new property lies one mile south of 
India basin, for the improvement of which 
the State is contemplating spending mil- 
lions of dollars. 

S. P. has been attempting to purchase 
plots of land in the tract for years, it is re- ° 
ported. An Eastern owner of some of the 
property held out ten years and closed this 
week at $1,000 an acre. It is said the lowest 
price was $800 an acre. On the basis of 
average annual railway operating income in 
the test period, as certified by the I. Bae Toes 
earnings should show for 1918 about 12% 
on the stock, against 17.65% in 1917. 
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Can’s Dividend Prospect Favorable 


Prospects for a dividend in 1919 are fa- 
vorable since the strong position seems to 
assure common share payments under nor- 
mal conditions. The falling off in net in- 
come in the year 1918 was only partially 
attributable to the fact that the major 
munition contract with the U. S. Gov- 
ernment was not adjusted in time to 
have earnings from this source appear in 
the statement for the period. Not more 
than 20% of the annual turnover represented 
the average war business since the conflict 
abroad started. Inclusion of the full figures 
relative to shell manufacture in the 1918 re- 
port, would bring common share earnings 
up to from $12 to $15, against $21.84 in 1917. 

With the gradual decrease in operating 
expenses and lessening of tax requirements, 
it is expected to reach the point where the 
management may start common share pay- 
ments -without violating its established 
policy of conservatism. Once this action is 
taken, the steady character, of business 
seems to assure the permanence of the com- 
mon payments. 


Emerson Phonograph Issues Statement 

In a statement to stockholders dated Feb. 
21, it is pointed out that with the obstacles of 
war operations a thing of the past, peace 
conditions should be conducive to good 
business. 

On enlarged operations already apparent 
the statement said: “The months of Janu- 
ary and February mark a new high record 
in shipments, and are approximately 100% 
in excess of the same period last year. Our 
bank loans have been all paid .off, our prin- 
cipal obligations now consisting of notes 
held by our treasurer, Richard D. Wyckoff, 
who, up to the time of his resignation as 
general manager, not only gave his services 
most of the time without salary, at great 
sacrifice to his personal interests, but ad- 
vanced over $100,000 in cash against the 
company’s unsecured notes. Mr. Wyckoff 
subordinated his claims to those of other 
creditors, in order that the company might 
be carried through the most difficult period 
of the war. These obligations have been 
reduced to about $85,000, and he has agreed 
to extend his notes so that they will become 
due serially. This will place the company 
in a stronger financial position.” . 

Stockholders are further assured that a 
better future is in store in that the com- 
pany’s product is well established; it is the 
third largest record producer in the in- 
dustry and the merit of its products i$ 
recognized. 


Production of GMO Estimated at 400,000 
Cars in 1919 

Plans have been laid for the production 

of 400,000 cars for this year. At present 

the outside capacity is 500,000 cars, but when 


the eventual extension plans are completed, 
700,000 will more nearly represent its possi- 
bilities. At present Buick capacity is only 
150,000 cars, whereas, when additions at 
Flint and the projected assembling plant in 
St. Louis are erected, it will be possible to 
ship 1,000 daily. Buick is the mainstay, and 
its production and earnings lead over the 
various other constituent companies will 
probably not be cut down for many years. 


Nickel Can Supply Customers Quickly 

With the completion of the refinery at 
Colborne, Canada, which adds 20,000,000 Ibs. 
of refined nickel annually to the capacity, 
International Nickel is now in a better po- 
sition than ever to supply the needs of its 
customers. With the Bayonne plant the 


comnenty of refined nickel is now 80,000,000 
s. 


National Lead Believes Outlook Is 
Uncertain : 


n 

President Cornish had been quoted as 
saying: “Loss of appetite is the first symp- 
tom of disease, and it is also Nature’s first 
aid to the afflicted. You can apply that to 
the condition of business. Business is not 
good at present, but I regard the situation 
with optimism. 

“Business men are going cautiously and 
conservatively. That is me Be oe in the de- 
mand for our products. But the situation 
is much better than if buyers were over- 
stocking themselves with goods. A sound 
foundation is being laid for further 
business.” 


Republic Iron & Steel Completes Expansion 
Operations 
The new washer and steel tipple at Palos 
mines has been completed and will soon be 
turning out 3,000 tons daily. Transmission 
lines from its power house at the furnace 
lant at Thomas will operate the Palos, 
arner and Sayreton mines. 


Steel Springs Gross Break All Records 

Gross earnings in 1918 has broken all rec- 
ords. But as to net return applicable to 
dividends it is probable that this will be 
a under the $32.31 a share returned in 


The 1918 tax reserves will be heavy, and 
this will undoubtedly bring the surplus in- 
come down to a level well under the record 
breaking profits returned in 1917. 

It is not worrying about new business. 
The plants have sufficient orders on hand to 
carry them through the first half of this 
year. 


Savage Arms Shows $16.37 on Common 

The preliminary statement for the twelve 
months ended Dec. 31, 1918, shows surplus 
after charges, war taxes, and preferred divi- 
dends, of $1,336,275, equivalent to $16.37 a 
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share on the $8,158,000 common stock re- 
ported outstanding in October, 1918. This 
compares with a surplus of $1,433,569, or 
$16.44 a share, in 1917. For the quarter 
ended Dec. 31, 1918, the company showed 
surplus after char es, war taxes and pre- 
ferred dividends of $223,271, equivalent to 
$2.73 a share earned on the common stock. 
This compares with surplus of $249,913, or 
$2.86 a share in the preceding quarter, and 
$807, 579, or $9.26 a share on the common 
in the December quarter of 1917. 


No New Financing Necessary for Sears- 
Roebuck 

The statement of current liabilities in the 
balance sheet of the company for the year 
ended Dec. 31, 1918, had led some people 
to believe that some short-term financing 
would have to be done. While there has 
been a considerable increase in current lia- 
bilities it is considered unlikely that any 
financing will be necessary. 

Current liabilities at the close of 1918 
totaled $46,799,383, an increase of about 
$14,000,000 from 1917. While this might 
point to need of funds it is not so in the case 
of the largest merchandiser in the world, 
which can quickly liquidate its inventories 
for cash. This is clearly demonstrated by 
sales in January, 1919, of $19,609,827, about 
40% of the $47,531,096 inventories carried at 
the close of 1918. 


Tobacco Products Shows Net of $3,276,282 

The annual report for the year ended 
Dec. 31, 1918, showed total income of $3,- 
276,282, equivalent after preferred dividends 
to $17 a share earned on the 160,000 shares 
of outstanding common stock, as compared 
with total income of $2,006,209, or $9.32 a 
share earned in 1917. No reserve has been 
set up for Federal taxes for 1918. 


UCS Sales Increase 25% 

Business continues to increase. Sales in 
January, 1919, increased 25% over the cor- 
responding month in 1918. 

An increase in prices amounting in some 
instances to about 331-3% will be put into 
effect about March 1, 1919, to meet the in- 
creased burdens imposed by the pending 
revenue bill. 


Steel’s Finished Capacity Equals 1,100,000 
Tons Monthly 


Production of finished steel is now at the 
rate of 1,100,000 tons a month, but most of 


this steel is going into stock. In case of 
any disturbance resulting in idle mills and 
furnaces, the company would have a large 
stock on hand for its customers. 

Steel mill operations in the Pittsburgh 
district are being maintained at a higher 


percentage by the corporation plants than 
by independent companies. There is a dis- 
position on the part of the corporation to 
keep its mills in operation and stock up ma- 
terial. The company is now operating its 
plants here at about 85% capacity, while 
independent plants are running about 60%. 


Westinghouse Plant at Full Capacity 


With the resumption of manufacture at 
the East Pittsburgh plant, operations are 
continuing on an overtime schedule to allow 
for the immediate production of a number of 
its specialties for former orders. It is said 
that contracts are on hand to insure 
the operation of the works at maximum 
output for many months to come. The 
plant is now giving employment to upward 
of 15,000 persons. The shops, which have 
been engaged in the manufacture of shells, 
have been closed down, to allow for changes 
in machinery, equipment, etc. Former em- 
ployes at the shell plants are being used at 
the main electric works. 


Willys-Overland a Large Producer 


With the war work definitely behind, lost 
time is being made up on passenger car pro- 
duction. More than 300 machines are being 
turned out daily, which, incidentally sur- 
passes production of both Ford and Buick. 

It is understood that for the full year the 
Overland factories are expecting an output 
of approximately 185,000 cars, or roughly 
40,000 cars more than the average of the last 
two normal years, 1917 and 1916, in each of 
which over 140,000 were shipped. 

Moline Plow. Company, a subsidiary, is 
producing daily between 60 and 70 tractors 
without materially affecting unfilled orders. 
When sufficient material is obtained it is 
estimated that the output will be at the rate 


‘of 125 per day, and that a total of 25,000 will 


be produced in 1919. 

This item is one of many affecting the 
interests of the Willys-Overland Co. to the 
benefit of the stockholders. It is not hard 
to find news of an optimistic nature in con- 
nection with the affairs of W. O 


Outlook Good for Worthington Pump 


When the annual report for 1918 is pub- 
lished, it will show a balance for the com- 
mon stock equal to about $25 a share if pre- 
lfminary estimates were correct. The com- 
pany is doing a profitable business, and has 
the prospect of a large volume of business 
in 1919. On January 1, 1919, sufficient un- 
filled orders were on the books to in- 
sure operations for well over half a year, 
and new business has been coming in at the 
rate of $15,000,000 per annum. 
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B. R. T. Shows Improvement in Service 


Lindley M. Garrison, in a recently issued 
statement, shows the improvement which 
has been made in the service since the lines 
were turned over to him on January 1, 1919. 
Service in the months of November, 1918, 
and January, 1919, were used for the pur- 
poses of comparison. 

On January 30, 1919, the receiver had in- 
creased the number of employes by 1,109; 
the number of cars by 197; the number of 
trips on the subway and elevated lines by 
48,769, and the mileage on these lines 394,- 
255. On the surface lines the number of 
round trips made in January, 1919, showed 
an increase over the November, 1918, record 

by more than 30,000. 


Detroit Edison Shows Net of $2,394,223 

Annual report for the year ended Dec. 31, 
1918, showed surplus after charges but be- 
fore Federal taxes of $2,394,223, equivalent 
to $9.31 a share earned on the $25,704,400 
capital stock, as compared with a surplus of 
$2,635,848, or $10.25 a share in 1917. 

President Alex. Dow said in part: “Our 
records show that the many industries de- 
pendent on us for power, and to which we 
sell most of our output, did their full share 
of war work. Their return to ordinary 
peaceful occcupations is now in progress, 
and must needs be marked by caution rather 
than by enthusiasm.” 


Interborough’s New Subways Increase 
Service , 
_ Subway service is expanding by the open- 
ing of new subways, an official announce- 


ment says: “The opening of the new sub- 
way lines is bringing more euveny service. 
To-day we are running 80% more express 
trains in rush hours than one-year ago, al- 
though the travel has only increased 4.8%. 
In rush hours we are running 840 cars an 
inst 530 cars a year ago, an in- 


hour, as a 
10 cars an hour.” 


crease of 


Mackay Co. Expects Early Return of Lines 

At the annual meeting, Clarence A. Mac- 
kay, president of the Postal Telegraph-Cable 
Co. and the Commercial Cable, said in part: 

“We look for an early return of our lines. 
Under the act of Congress they are to be 
returned to us on or before the proclamation 
by the President of the ratifications of 
peace, and we do not think this is very far 
off. Furthermore, in view of the recent in- 
crease in telephone rates by the Postmaster- 
General with promises of further increases 
to come, and the threat to increase tele- 
graph rates, there is a very strong demand 
coming from all over the country that the 
lines be returned immediately to the 
owners.” 


Ohio Cities Gas’s Dividend Apparently Safe 
There was apparently no justification for 


the fear that the present dividends paid by 
the company were in danger because of the 
increase in stock by 367,500 shares, which 
would require $1,837,000 additional in divi- 
dends. On the basis of earnings in the last 
fiscal year dividends on the outstanding and 
proposed new stock could be paid and leave 
a surplus of $1,588,120 

The purpose of obtaining additional funds 
at this time is for expanding the present 
company organization, both in this country 
and abroad. While not stated officially, it 
is understood that not a little of the money 
will be devoted to obtaining production in 
Mexico and extending present holdings in 
various Texas fields. Recently the company 
acquired control of two independent job- 
bers, one in Cincinnati and the the other in 
Denver, which should add materially to its 
oil distributing facilities. 


Ottawa Electric to Sell Holdings 

An offer has been given to sell all its hold- 
ings to the city at a price in round figures 
of $6,500,000, and also an option to May 1, 
1919, at this price. The holdings include 
Britannic Park and the Rockcliffe right-of- 
way, and the matter has been under nego- 
tiation with the Board of Control for some 
time. The franchise is scheduled to expire 
in five years. 


Philadelphia Co. Authorizes $100,000,000 
Indebtedness 

At a special meeting the stockholders au- 
thorized an increase in the indebtedness, to 
the aggregate amount of $100,000,000, and 
authorized a mortgage upon the property 
and franchises to secure an issue of $100,- 
000,000 of first refunding and collateral 
mortgage bonds, paying in 25 years and to 
bear interest at a rate not exceeding 6% 
per annum. Also authorized an issue of 
$15,000,000 of 3-year 6% gold notes, of 
which $10,000,000 are to be issued at once. 


Public Service of New Jersey Revenue 
Equalled $2,802,259 

Total operating revenues in December, 
1918, amounted to $2,802,259, according to 
a report filed with the Public Utility Com- 
mission. Of this sum, $1,937,920 came from 
passenger fares, $1,877,881 being accounted 
for by the 7c charge and $60,039 by the Ic 
rate for transfers. Non-transportation rev- 
enues in the month amounted to $59,638. 

The expenses in December, 1918, totaled 
$1,606,148. The report shows that in De- 
cember, 1918, the company averaged $60.90 
per day for each car run, as against $54.51 
in the same month of 1917. Approximately 
$600,000 more was paid in various forms of 
taxes during December, 1918, than in the 
same month of 1917. 

The report is in compliance with the order 
of the commission, when the Utility Board 
permitted increased passenger fares some 
months ago. 
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Atlantic Refining to Ship New Oil 

Arrangements have been completed so 
that shipments will be made fromthe Port 
Lobos oil wells in Mexico. This latter com- 
pany started shipments in August, 1918, 
and during January, 1919, shipped approx- 
imately 464,000 barrels. While the meas- 
ured production from the three wells on the 
Teptate property is in excess of 60,000 bar- 
rels at present, the actual production, due to 
lack of storage and transportation facilities, 
is only 16,000 barrels daily. 


Boone Oil Shows Net of $25,898 for 
December 

With a total income of $30,607 and op- 
erating costs of $4,709, a net of $25,898 
was shown in December, 1918. This is at 
the annual rate of $312,000, which is equal 
to more than 15% on the entire stock 
authorized, and equal to over 22% annually 
on the outstanding stock, which is $1,400,- 
000. The January earnings are expected to 
be largely in excess of this amount. 


Carib Syndicate Authorizes Issuance of 61 
Shares 


Stockholders have been asked to sub- 
scribe to 61 additional shares of stock at 
$500. The purpose of this issue is to bring 
the total amount up to 3,000. With a round 
number of shares outstanding, it is believed 
that further financing would be simplified. 

C. K. McFadden, chairman of the board 
of directors, told stockholders of the great 
importance of the Columbian and Vene- 
zulean oil fields. He recently said: 

“At a modest valuation per acre, it would 
seem to me that this equity owned by the 
company would place a value on our present 
limited outstanding capital of several thous- 
and dollars a share. 

“The original plan of the company is being 
adhered to so far as possible in arranging 
for development contracts, retaining for the 
company a very substantial participation in 
the final results. I have at present three 
important negotiations pending which 
should add largely to our present prospec- 
tive earnings.” 


Cortez Petroleum -—* 390,759 Barrels 
of 


During January shipments equalled 390,- 
759 barrels. This falling off was due to the 
inability to obtain tank steamers. There 
are eight storage tanks, each having a ca- 
pacity of 55,000 barrels, which are now filled, 
and shipments during February should show 
a large increase. e recent contract en- 
tered into with the Atlantic Refining will 
enable Cortez (Port Lobos) to increase 
shipments, as measured production from its 
Teptate wells is over four times its pipe 
line and tank steamer capacity. 


Federal Oil Brings in 1,000 Barrel Well 


In the tract of 120 acres held in the Eb- 
ling Field, Kansas, the first big well of 1,000 
barrels has been brought in. This is the 
beginning of what is believed to be a large 
producing field. Drilling is progressing in 
the Ranger Field in Texas. 


Humble Oil’s Present Position Strong 

Recent production, which reached 16,000 
barrels daily, was distributed as follows: 
Gulf Coast, 10,000 barrels; North Texas 
(Ranger Field), 3,000 barrels, and Okla- 
homa, 3,000 barrels. Large acreage is held 
in the various counties of the Ranger Field, 
Humble Goose Creek and Sour Lake dis- 
tricts of the Gulf Coast Field, and in Heald- 
ton and other parts of Oklahoma. 

An increase in capital stock from $4,090,- 
000 to $8,200,000 and the sale of $4,100,000 of 
the new stock for a fixed sum to interests 
not mentioned, has been suggested to stock- 
holders. On the basis of the ,000,000 
figure, this would mean about a share 
for the new stock. 


Island Oil Plans Refinery in Mexico 


Plans have practically been completed 
for building an oil refinery on its properties 
in Mexico, with an estimated daily capacity 
of 20,000 barrels. Arrangements have been 
made with one of the largest American oil 
refining and marketing corporations where- 
by this conzern and Island Oil will jointly 
own and operate the refinery. The latter 
concern will receive a substantial majority 
of the stock of the refinery as a bonus for 
its oil supply contract and the use of its 
terminal facilities. This stock will be held 
in Island Oil’s treasury, and it is possible 
that at a later time it will be distributed to 
holders of the Island Oil shares. 

It is expected that the new refinery 
will have a gasoline capacity of about 
1,200,000 barrels a year. The fact that 
the use of gasoline is extending in agri- 
cultural work was an influencing motive in 
the decision of the directors to enter the re- 
fining business. Having large shipping ter- 
minals on the Gulf of Mexico, Island plans 
to open an avenue for its gasoline product 
on the American side of the Gulf and from 
terminal points Mississippi Valley markets. 


Kinney Oil Plans Reorganization 


Stockholders will meet at Cheyenne, Wy- 
oming, on March 12, 1919, to approve the re- 
organization plan which provides for the 
authorization of 3,000,000 shares of 7% pre- 
ferred stock and 7,000,000 shares of common, 
of which 1,000,000 preferred and 4,000,000 
common will remain in the treasury. 
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Louisiana Oil Refinery Operating at 
Capacity 


The Gas Centre, La., refinery is now op- 
erating at full capacity—3,000 barrels daily 
—due to continued demand for gasoline, 
naptha, kerosene, etc. It is reported that 
within a short time the refinery will be en- 
larged to take care of the increased produc- 
tion of crude from Louisiana and Texas fields, 


now being developed. 


Merritt Oil Will Sell New Shares 

Directors of the Midwest Refining Co. 
have agreed to purchase the 240,000 shares 
of new stock not taken by the stockholders. 
The price is $25 per share. With the in- 
crease in stock, authorization of which will 
be asked at the stockholders’ meeting on 
March 4, 1919, the corporation will have an 
outstanding capitalization of $7,800,150. 

The new stock issue will raise $6,000,000, 
which will be used to reimburse the Mid- 
west Refining Co. for outlays to date and 
to make provisions for the balance of $1,- 
125,000 remaining unpaid on options. 

K. C. Schuyler, president, said in part: 

“Starting with a large undeveloped acre- 
age in the Big Muddy field, the company 
has maintained an intensive drilling pro- 
gramme for the purpose of proving the field 
and establishing a settled production. Since 
Jan. 1, 1919, the property has averaged 
5,750 barrels of oil a day. 

“This development work has cost in the 
neighborhood ‘of $3,000,000 over and above 
the income derived by the company from 
its sale of oil. The money for development 
was advanced by the Midwest Refining Co. 
There were also acquired through advances 
of money by the Midwest Refining Co. cer- 
tain interests in leases in the Big Muddy 
field under options provided for payments 
aggregating $3,000,000 and interest to be 
made from time to time in instalments over 
and above an initial payment of $500,000. 

“When the arrangement is completed the 
Merritt Corp. will be free of debt and will 
have 219,985 shares of stock unissued and 
will have the proceeds from its production 
for use in the maintenance of a reasonable 
drilling campaign, -for dividends and for 
accumulation of a surplus.” 


Mexican Petroleum Calls in Bonds 

All the outstanding first lien and refund- 
ing sinking fund convertible 6s, series A, B 
and C, due October, 1921, payable at 105 and 
interest by the Guaranty Trust Co., have 
been called in. Interest ceases April 1, 
1919. They are also payable at the office of 
the Guaranty Trust Co., London, England. 
The privilege of converting these bonds into 
stock of the company ceases on March 2, 
1919. Series A and C bonds are convertible 
into common stock at par. Series B bonds 
are payable in pounds and are convertible 
into common stock at £200 plus $30 for $1,000 


stock, subject to adjustment between accrued 
interest and dividends. 


Oklahoma Producing’s New Capital to be 
Used in Texas 


The sale of the additional stock will be 
put into improvements in the Texas prop- 
erties. In the stock issue announcement the 
directors failed to mention the use to which 
they intended to put the money, but from 
an officer it has been learned that the major 
portion at least is to be used in Texas. 


Petroleum Refining Enlarges Capacity 

Refining plant of the Houston ship canal 
near Pasadena is being enlarged so as to 
increase the capactiy from 4, barrels to 
16,000 barrels per day. This plant is to be 
the last word in refining construction. 


Texas Oil Brings in New Well 

No. 1 Graham, fifteen miles west of Gra- 
ham, Young County, came in on February 
3. Flowed 500 barrels though shut in as 
much as possible. 70,000 acres are owned 
in this county. 

As the sands have only been touched it 
is expected that this well will prove a good 
one and the first one of what will prove a 
large pool. 

The top of the sand has been reached 
with its twelfth deep well in the Big Muddy 
field. Two other Wall Creek sand wells 
in the same neighborhood were completed 
by the company in January, 1919. The 
twelve producing wells are located on acre- 
age which is partly sections 5, 7 and 8. 

Drilling in of the newest well wilil be 
proceeded with and, barring delays, ought 
to be finished within a week. Another deep 
well has been started on the same tract. 
Wells in this part of the Big Muddy field 
are understood to average 150 barrels. 


Tidewater Oil Does Not Expect Lower 
Price for Gasoline 

R. D. Benson, president of the company, 
has been quoted as saying in part, regard- 
ing the rumored lowering of price of gaso- 
line: “With the greatly increased demand 
that will take place when the weather opens, 
it is only reasonable to suppose, based on 
previous experience, that the demand for 
gasoline will be greater than ever. I cer- 
tainly do not look fot lower prices.” 


Wayland Oil and Gas’s Net Equals $149,093 

The annual report for year ending Dec. 31, 
1918, is as follows: Gross earnings, $463,531, 
against 1,437 for 1917; operating expenses 
were 538, against $59,924 for 1917; de- 
preciations amounted to $120,778; net income, 
$149,093. The gas and gasoline interests were 
operated at a loss, the larger part of these in- 
terests being sold for $300,000 cash, the 
company retaining, however, all its oil rights 
in the property sold. 
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American Smelters Finds No Difficulty in 
Marketing Silver 

There had been no difficult¥ in marketing 
all the silver which is secured from various 
ores handled in the many smelters and re- 
fineries in its control, although the Govern- 
ment fixed price of $1.01% an ounce could 
be bettered in an open market, as the de- 
mand from the Far East has indicated a 
premium of several cents over the prevail- 
ing quotation. 


Embargo Placed on Shipments by 
2 Anaconda 
An embargo has been ordered on all ship- 
ments of custom ore from Butte, forecasting, 
it is believed, the suspension of operations 
at the smelting plant at Anaconda and 
Great Falls. 


Butte & Superior Produced 9,450,000 Lbs. 
Zinc in January 

The output for the month of January 
equalled 9,450,000 Ibs. of zinc as compared 
with 10,800,000 Ibs. in December of 1918. 

Ore mined in January, 1919, was 33,000 
tons, compared with 36,500 tons in De- 
cember, 1918. 

Mill recovery in January was 94%. Out- 
put of silver in January, 1919, was 178,000 
ozs., compared with 225,000 ozs. in De- 
cember, 1918. ; 


Consolidated Interstate-Callahan Shows 
Large Shipments 

During January shipments equalled 3,- 
418,000 Ibs. of zinc, 1,215,000 Ibs. of lead, and 
20,300 ozs. of silver, making the greatest 
production of lead and silver for any one 
month in the history of the company. 

Average daily output for the first ten days 
in February was 200 tons, which was at the 
rate of approximately 6,000 tons a month. 


Davis-Daly Shows Good Production 

In January, 1919, production reached 1,- 
018,889 Ibs. copper and 39,093 ozs. silver, 
which compared with 977,015 Ibs. copper 
and 37,972 ozs. silver in December, 1918. 

The production of 1,018,889 Ibs. of cop- 
per in January, 1919, was from 6,022 tons of 
ore, a tonnage that averaged 8.4% copper. 
Incidentally this output is the largest month- 
ly production in the history of the company, 
and is noteworthy in veiw of the fact that 
since the middle of January, 1919, operations 
have been prosecuted at about 75% of re- 
cent monthly capacity. 


Elk Horn Reduces Dividend 
Directors have declared a quarterly divi- 
dend of 1%% on the common stock payable 
March 10, 1919, to stock of record March 1. 


aaa the quarterly dividend rate was 


Golden Gate Incorporates With 600,000 
Shares 


Active trading started in this stock which 
was recently listed on the N. Y. Curb. The 
company is incorporated in Delaware with 
an authorized capital of 600,000 shares, par 
value $5 each, of which 300,000 shares re- 
main in the treasury. The property of the 
company is the famous Sheepranch mine, 
consisting of 132 acres of patented mining 
claims in one group in Calaveras County, 
Cal., which produced about $4,000,000 above 
the 1,200 ft. level under control of the 
Hearst-Haggin interests. 

H. R. Plate, mining engineer, for a long 
time connected with the W. B. Thompson 
interests, is president. His wide experience 
should be of great benefit to the company. 


Inspiration Produces 6,500,000 Lbs. 
Production for January, 1919, equalled 
6,500,000 Ibs., as against 7,350,000 Ibs. in 
December, 1918. The curtailment program 
is showing its effectiveness. 


Kennecott Borrows $12,000,000 


Arrangements have been made for a loan 
of $12,000,000, which will be offered to the 
public in the form of a one-year note, dated 
March 1, 1919. The interest rate will be 6%. 

This loan has been arranged, it was said, 
for the purpose of keeping the corporation 
in funds to carry its stocks of copper, esti- 
mated at 55,000,000 Ibs., pending a possible 
period of extreme dullness in the copper 
market. It was explained that while the 
company was producing copper at a fairly 
high rate and had great quantities on hand, 
the market was dull just now and there was 
no desire to force sales. At the offices it was 
said that part of the loan proceeds would be 
used for extension work at both the Alaska 
and South American plants. 

Production equalled 10,040,000 Ibs. cop- 
per in January, 1919, compared with 14,- 
114,000 Ibs. in December, 1918. The produc- 
tion figures were accompanied by this state- 
ment: “The qirtailment announced by the 
company in January will thus be seen al- 
ready to have been put into effect, and a 
further decrease in the output for February 
is anticipated. 

y= 


Magma Continues High Grade Shipments 
Shipments for January were normal, 103 
cars. Rich, peacock, bornite ore is still 
going forward in fairly large quantities. 
'wenty new ore cars being shipped to the 
mine indicates preparations for larger out- 
put. 
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Output for the month of January was 
equal to 900,000 lbs., as compared with 1,- 
049,000 in December. 


Mason Valley Produces 1,100,000 Lbs- of 
Copper 

Production has been continually declin- 
ing as is seen in the monthly production. 
January production equalled 1,111,000 Ibs., 
as compared to 1,273,176 Ibs. in December. 
Indications are that a further curtailment 
will be shown in the February production. 


Miami Copper Refuses to Curtail Operations 


As compared with other companies, Miami 
produced 5,273,260 Ibs. of copper in Janu- 
ary, an increase of about 300,000 Ibs. over 
the previous production period. No dispo- 
sition is shown as yet to co-operate in the 
production curtailment program. This con- 
cern markets its own copper. 

It is understood that sales have been made 
by Miami on a scale down from the 23-cent 
price arbitrarily named several months ago 
by the leading agencies. Its treasury has 
been maintained in strong position, and to- 
day has a surplus of more than $5,000,000, 
much of it cash. 


Rochester Mines to Consolidate With Other 
Companies 


The controlling interests, the Nenzel 
Crown Point Mining Co., the Rochester 
Merger Mines Co., the Rochester Elda Fina 
Mining Co., and the Rochester Combined 
Mines Co. have filed stipulations covering 
the consolidation of these corporations un- 
der a new organization title. Pending lit+ 
gation between this company and the Elda 


Fina companies will be eliminated through 
this agreement to merge interests. 


Shattuck-Arizona Shows Good Production 


Production for January, 622,226 Ibs. of 
copper, 470,168 Ibs. of lead, 32,204 ozs. of 
silver and 101 ozs. of gold, against 506,332 
Ibs. copper, 401,593 Ibs. lead, 21,506 ozs. sil- 
ver, and 86 ozs. gold, in December, 1918. 


Superior & Boston Shows Gross of $352,500 


The annual report for the fiscal year ended 
Sept. 30, 1918, shows gross receipts of $352,- 
500, of which $246,158 was from ore sales 
and $104,828 from the last assessment. 

Development and construction expenses 
totaled $364,703, resulting in a deficit for the 
year of $12,203. Balance of cash and cash 
assets on hand at beginning of the fiscal 
year was $141,577, leaving surplus Sept. 30, 
1918, $129,374. This consisted of cash and 
ore in transit, $128,902; supplies, $14,072; 
accounts receivable, $2,062; against which 
accounts payable of $15,673 were out- 
standing. 


Silver King of Arizona Shows Up Well 


Developments are encouraging. Making 
good showing in copper. The mill turns 
out about thirty tons of silver ore a 
day, and with the additional units said to be 
on the way, it will be increased perhaps to 
100 tons. On the 3lst of January, 384 sacks 
were shipped, valued around $20,000. These 
shipments however, are not very frequent. 
Plans have been drawn to put down a new, 
two compartment shaft 1,000 ft., at a cost of 
about $125,000. 








MARKET STATISTICS 
Dow, Jones Avgs. 50 Stocks 


40 Bonds 20 Ind. 


78.11 79.65 
80.25 


81.07 
81.20 
81.96 
82.55 
81.92 
82.58 
82.93 
83.64 


20R.R. High Low 


81.65 70.92 70.33 
81.89 71.26 70.71 
Lincoln’s Birthday 
81.80 72.07 71.07 

72.03 71.53 
72.36 71.81 
73.15 72.08 
73.26 72.44 
73.37 72.62 
73.87 73.10 
74.13 73.09 
Washington’s Birthday 
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Air Reduction Issues New Common Stock 

Directors have decided to put out 47,082 
additional common shares, to be offered to 
the common stockholders for subscription at 
$50 per share, a special meeting of the stock- 
holders having been called for Feb. 19 for 
the purpose of approving the plan. 

Walter M. Birge has resigned as president. 


General Asphalt Expected to Join New 
Combine 

That the joint control of the Caribbean 
Petroleum Company by Royal Dutch and 
General Asphalt, forms a.stepping stone to 
the eventual absorption into the combine, 
which would include the Royal Dutch and 
the Mexican Eagle, has been a natural in- 
ference. Rumors to the effect that negoti- 
ations are under way have been persistently 
cropping up lately. 


Keystone Tire Contracts With Fiske 


A contract has been negetiated with the 
Fiske Rubber Company, whereby Keystone 
will handle all of the surplus production of 
this latter company. This, it is believed, 
may increase the total business of Keystone 
at least $2,000,000 during the year. 


Lackawanna County Coal Orders Exceed 
Capacity 

Plans are under way for considerable in- 
creases in production and acquisitions of 
properties. Orders are in excess of pro- 
ducing power, many of them being twelve 
months in advance of capacity. There are 
now in sight 650,000 tons of white ash coal, 
having a ground value of over $325,000. 

It is estimated that after all charges have 
been deducted, net earnings for the year 
should average 24% of the stock issued. 
The stock is protected by a sinking fund of 
30c a ton on all coal mined, which will be 
distributed from time to time in the form of 
extra dividends. 


Packard Motor Will Make Airplanes 

Manufacture of airplanes carrying two 
passengers, for commercial use, containing a 
motor of Packard design, will soon be 
started. Officials state that the machine 
will sell for $15,000. In entering the com- 
mercial plane field of manufacturing, Pack- 
ard will take the initative over other auto- 
mobile manufacturers. 


Republic Motor Truck Enters Canadian 
Field 


Entrance into the Canadian field is ex- 
pected within a short time. Plans have al- 


ready been formulated for a plant to be lo- 
cated in Toronto, Canada. This Canadian 
plant will eventually turn out all models. 


Scripps-Booth to Erect New Plant 
Plans have been completed for the erection 
of a $1,500,000 plant in Detroit. It is be- 
lieved that the tract recently secured in the 
northern part of the city will be used as 
the site for the plant. 


* Sub. Boat Will Launch 12 Ships Monthly 


H. R. Carse said that company will now 
maintain a launching schedule of 12 ships a 
month, marking the beginning of extensive 
construction until the present contract is 
completed. 

With the three 5,500-ton steel boats just 
completed, the total of launchings nowi 
numbers 26 ships. 

This company has orders for 150 ships 
of this type—50 in the original order and 
100 on a repeat order. There is nothing 
in the contracts permitting cancellation. 
The contract calls for a straight price of 
$966,000 for each vessel. 

Something like 282,000 tons of steel will 
be used for the complete contracts, and of 
this all but 2,000 or 3,000 tons is in process. 

The open water has been of great assist- 
ance in the company’s shipbuilding pro- 
gram. On the basis of present opera- 
tions launchings should proceed from now 
on at the,rate of two a week, with an even 
better rate likely by mid-summer. Such a 
program would nearly finish the two con- 
tracts in 1919. 

It is officially stated that gear troubles 
have pow been pretty well straightened out, 
and are practically over. 

In addition to its big boat business the 
company has $30,000, of straight sub- 
marine work to be completed in 1919. The 
orders so far uncompleted in this depart- 
ment are 44 boats. 

The forthcoming annual report will not 
be impressive from an earnings standpoint. 
In fact, net after taxes will probably not be 
much over $500,000, or less than seventy 
cents a share on the 764,810 shares of stock 


outstanding. 


U. S. Steamship Sells Three Boats 

Steamships Binghamton, Minneapolis and 
Huron, which were purchased some time 
ago, and were later taken over by the Gov- 
ernment for war purposes, have been sold. 
The company has been making a point of 
selling these ships, and it is believed that 
within a short time, will be rid of their old 
ones. 





